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THE CHAIRMAN : Ladies and Gentlemen, I am not 
Sure whether the acoustics, with the large gathering 
which we have this nemine, will be adequate to the 
occasion, but we will proceed, and if you have any 
difficulties in hearing what is said, please let us 
know and we will try to make some adjustments. 

In the first place I would like to make a brief 
statement, which I think is desirable at this time. 

It has been prepared with a view to outlining how this 
enquiry. came to be started, and to give some general 
idea of the purpose of it. 

This being the opening day of hearings by the 
Restrictive Trade Practices Commission on the subject 
or “ose Leaders, EB think 1b is approurrate thet T 
make a brie? statement concerning the origin and 
general purpose of the proceedings. 

THE origin of these hearings is to be found in 
the interim report of the MacQuarrie Committee made 
im October, "1951, the last paragraph or which reads 
as-ToOLLOws:? 

WAS “CO "Ono a Lose Leader Vadevrce ith 6 
Committee believes that it is a monopolistic 
practice which does not promote general 
welfare and therefore considers that it 
is not compatible with the public interest. 
However, werdo not belleve “that “it pre= 
sents any immediate danger: extreme forms 
of price-cutting are not very likely in 
this period of inflation and relative 


scarcity. Moreover, we are convinced 
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3e 
"that there can be found other effective 
and more desirable methods of controlling 
the tloss-leader! than minimum resale 
price maintenance. Present circumstances 
afford time to make.a careful study of 
such methods and the Committee, therefore, 
does not think it imperative to make an 
immediate and hasty recommendation re- 


garding that practice." 


The recommendation implicit. in the paragraph 
I have just quoted was acted upon by the Director of 
Investigation and Research under the Combines Investi- 
gation Act immediately after this commission was 
appointed in November, 1952. He at once began to 
conduct inquiries under Section 42 of the Combines 
Investigation Act into situations apparently involving 
the loss leader practice in a number of cities across 
Canada. The results of these inquiries and others of 
a@ more general character bearing on loss leaders have 
been consolidated and published in book form. The 
book contains a statement of the facts and information 
obtained by the Director on the subject of loss leaders 
affectingevarious icommodi ties’and lines of trade. The 
Director has submitted this material to the Commission 
together with certain supplementary information, in- 
cluding submissions made to him by interested parties, 
which, because of its bulk, it was impractical to incor- 
porate in his statement. 


It is now the Commission's responsibility to 
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Le 
consider this statement and the supplementary informa- 
tion provided by the Director, together with such other 
evidence and material as it may obtain during the 
hearings which are being begun this een No con- 
clusions have besn. reached, nor will they be until 
these hearings are completed. Only after all the evidence 
and information the Commission is able to obtain on the 
subject of loss leaders is before it will any findings 
be made and a report thereon submitted to the Minister 
of, Justice. 

Tt is therefore desirable that any organizations, 
groups or individuals who have information which may 
assist the Commission in its consideration of the 
Subject, and who have not already indicated their 
Mish ebOypresent ra brISL Go so without delay, in 
order that suitable arrangements may be made to hear 
them. To assist in the preparation of their submissions 
Ghoseywho have already expressed a, desire to be heard 
have been supplied with eae copy of the Director's state- 
ment. 

The Commission will commence its proceedings on 
PEN Pes MOL the material receivedsy from the Director, 
but it is anxious to obtain all available additional 
information relating to any aspect of the problem of 
loss Leaders. The Commission has written to all those 
who it was thought would be interested in the subject, 
outlining in some detail various aspects of the 
practice of loss-leadering which might be dealt with 
in submissions made during the course of the hearings. 


It will be recalled that in the paragraph quoted 
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De 
a moment 1a from the MacQuarrie Committee report, 
the members of the Committee expressed the view that 
extreme forms of price-cutting under the conditions 
then prevailing were not very likely to arise, and, 
therefore, loss leaders did not present any immediate 
danger. The conditions the Committee referred to were 
those of inflation and relative scarcity. It is 
obvious that these conditions of scarcity and infla- 
tion no longer prevail in the Canadian economy. 
Certain trade groups and individual manufacturers and 
dealers have now alleged in submissions to the 
Director of Investigation and Research that loss 
leaders are now being employed or are likely to be 
employed in such a way aw to constitute a danger to 
themselves and to the public for which remedies should 
be provided. 

From representations made to the Director it is 
evident that the term "loss leader" when used by 
different peoples has ditrerent meanings, many of which 
seem to fall considerably short of that extreme form 
of price-cutting which the MacQuarrie Committee con- 
sidered to be inimical to the public interest. It is 
the nope of the Commission that, ase result of these 
hearings, more definiteness will be secured as to the 
particular form of price-cutting for which remedies 
are sought, and as to how this should be defined. 

It is therefore hoped that assistance will be 
given to the Commission to enable it bo distinguish, 
first, those loss-leader situations or practices which 


have in them definite possibilities of seriously and 
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6. 
directly affecting the public interest in the main- 
tenance of a free economy; second, those situations 
which, while they directly affect only the interests 
of the partics concerned, may therefore, indirectly 
affect the public interest; and, third, those situations 
which may only reflect vigorous competition or inno- 
vation, where the public interest and the immediate 
interest of che parties e@cncermmed may be opposed, 

As tO, the first, the Commission at this stage is 
not itself attempting to put forward any definition of 
loss-leader selling or to demark the situations or 
practices which would warrant consideration on the 
basis suggested by the MacQuarrie Committee. It should 
be pointed out, however, that the Commission is called 
upon to appraise practices from the viewpoint of their 
SClLHeeey OUT ho pu LG nonGereat, and Lt. ae Die refore 
expected that the submissions made during these hearings 
will be so presented as to afford assistance in a con- 
Sideration of the problem on that basis. 

As to the second, much the same remarks apply 
except that in this case it is even more important that 
the submissions, in addition to showing the direct 
effect of loss-leader situations on the parties con- 
cerned, alse throw ligne on the ‘manner in. which the 
public interest is thereby adversely affected. 

As to the last, a notable feature of the Cana-~ 
dian economy has been the persistence of the element 
of change in all aspects of our economic development. 
This has been particularly true in the fields of pro- 


duction and distribution. In any consideration of 
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merchandising practices it is necessary to give due 
attention to factors which are brought about by the 
element of change itself. If we are to maintain a 
dynamic economy we must avoid the imposition of condi- 
tions which would stand in the way of or impede changes 
which are in the public interest. 

With respect to all three kinds of gituation or 
practice, the Commission is seeking factual data that 
is both accurate and as complete as possible. Only by 
such means can the Commission hope that the con- 
clusions it may reach as a result of this inquiry will 
have a sound foundation of true and ample facts, 

Following this week's hearings in Ottawa, arrange- 
ments have been made to hold similar hearings in Toronto 
beginning on May 31st and in Montreal beginning on 
June 7th, and subsequently in certain other major 
cities where the number of those in the district who 
have expressed a wish to make representations indicates 
this course to be desirable. It is anticipated that 
hearings will be held in Vancouver commencing on the 
e7oa Of June, in Vietoria on July 2nd, ana in Rdmonton 
on July 6th, with hearings in Saskatoon and Winnipeg, 
if found necessary, immediately after that date. [It is 
hoped that these dates will be noted so as to allow any- 
One interested in attending an Opportunity to be present. 

I wish to point out that it will take some months 
tO complete hearings, acrosa the country. There 1s still 
time for organizations or individual persons to inform 
the Commission of their desire to present briefs or make 


represéniations.. Lt is,) however, svronely urged that we 


HGS 


ANY 
i] 


ib di i, “an as 


ot i oa tee otis 


ae at Line danitioot 


x a es be ee 


f ‘ 
Bio a. 


i 





8. 


be advised of such desire as soon as possible. Once 
hearings have beeh completed in a city, it will be very 
difficult to arrange for further representations from 
that area to be heard adequately, except during the 
course of final hearings to be held in Ottawa after 

the conclusion of hearings in other centres. 

Following consideration by the Commission, it 
has seemed desirable that the hearings during this 
1DQuLry Should oe conducted in public. and Iso order, 
tf 84 any Gime the Commission shoulder ind it bieh Ly 
desirable that some particular portion of the inquiry 
be conducted in camera, an amending order may be made. 
in (he avsence of such amending Shae all proceedings 
Witl ype In public. 

I thought it desirable that a statement of 
that nature should be made at this time before re- 
presentations are actually begun in the conduct of 
Bais: TuGuL Ty. 

BuO nose waco are a nbheres hed.) OF wid: nave 
been interested to the extent of indicating their 
desire to appear before the Commission Ee make re- 
Precentorvone., have peer Turi shed with 4. copy of the 
statement of facts and information, a wery substantial 
Slatement.of facts and information, whieh has been 
Drepaned Jase Tesultjor induirios meade \by- the Pirector 
of Investigation and Research, Ay this Gime, we, the 
Commission, think iGomient be heipful if the Director 
would make a brief summary of the material which has 
coms anto his hands. .It may help guide those who are 


appearing before the Commission and help them in the 
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9. 
preparation of arguments which they may wish to adduce 
in addition to the briefs which are usually prepared 
in advance. 

Mr. ero TYOReA er would you be prepared at this 
time to make a brief statement? 

MR..MacDONAID: Mr. eee and Commissioners, 
I suppose that this is an occasion which deserves some 
note in that I believe it is the first time ~-- cer- 
tainly the first time within my experience -- when an 
inguiry under the Combines Investigation Act has been 
OT SuGhi a: navure that Ge could bei hela am publie.o- The 
Act as amended two years ago provided for a different 
kind of inquiry than the inquiry which was directed to 
the investigation of a particular situation amounting 
perhaps to @ contravention of the act; it provided 
for more general inquiries into economic conditions 
Of ve wertein, kind, Hiss) such am wnguiry and that 
ms One Die ties reasoner a take ilo, why Pecan be con- 
ducted in public, and why the inquiry is being con- 
ducted in public today. 

I had intended to say a few words about the 
background of the investigation. If I may presume to 
Say sO, sir, the very excellent summary which you have 
given I think makes that completely unnecessary. Per- 
haps IT might just add that this inquiry springs from 
the rogane price maintenance legislation very directly, 
in that when the MacQuarrie committee recommended the 
prohibition’ of resale’ price maintenance, a recommenda- 
tion which was later adopted by Parliament, represen-_ 


tations were made to the effect tht the new 
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ene 
legislation forbidding resale price maintenance pro- 
bably would have the effect of ovening the door to an 
increase in the practice known as loss-leader selling. 
The MacQuarrie Sen otsenat Na made the comments to 
which you have fairly fully referred, and recommended 
that when the new organization was get up, the new 
organization which the MacQuarrie committee was re- 
commending to replace the existing internal organiza- 
Laon in the Combines Branch, that a tull scale inquiry 
Of this nacure be conducted. in order ~o determine, as 
i remember the words, the prevalence and effects of 
the practice, and to recommend amendments, if Benes 
to the Minister in order to deal with it. 

As you oe Sir, the re-organization became 
eifective on the first of November, 2952. upon. which 
date, teplacing whan Was formerly the orf ice. of 
Commissioner, there came into existence the Restrictive 
Trade Practices Commission; which you are, and, the 
Director or whieh Lam, and 1% was to his new organ- 
ization that the recommendations for the inquiry had 
been made. The inquiry was then commenced, I think 
i iay say ammediately py: the Director ‘and start 
starting certain investigations. The purpose of this 
inquiry was to get as much information as appeared Go 
be forthcoming at this stage, relating to two main 
aspects of the problem: first to get as much expression 
of views as to the nature of the practice, ag to the 
prevalence of the practice and as to the effects of the 
practice; and secondly to get as much information as 


possible of a statistical nature relating to actual 
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bk 
cases of loss-leader selling. 

f spouted Eire Tron mow On to 20 TO Lois “pOok 
of information which has besn prepared and to follow 
the subsequent course of the inguiries which were 
made by the Director and the Director's staff by the 
Pacvernrol chapters in ume Dooks 'Pothaink I Should 
remark at this stage that the compilation and the 
gathering of the information that is contained in 
this book, and which, if I may say Ae lyfe eine ss as Od EA 
as the circumstances between that time and this per- 
mitted to be gathered, was prepared and compiled 
under the very competent immediate supervision of 
Moe bets  SKeEOCH OF Mite Stait or thew iirector’ of 
Investigation and Research. 

The preface and the introductory chapter 1 
think I may now skip because they have been pretty 
Tully covered, Sng rT shell @o on tovchapber Tir, but 
perhaps I should read first one or two lines from 
Chapcerwi, Decause Unaplver Ti dealavin | general way 
Wloh the definition and the characteristics of loss— 
leader selling, not from the standpoint of the infor- 
peels that was gathered by us but rather from the 
standpoint of the existing knowledge in the field, the 
existing expressions about the nature of the practice, 
and it will be interesting perhaps to see how they may 
be borne out or differed from by the material actually 
collected. It is pointed out that the various defini- 
tions of loss-leader selling do have one thing in 
common: that a loss-leader is one whichhas a cut in 
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and one authority on the subject has said that 
generally loss-leaders are goods sold either below 
cost or at such a low percentage of mark-up as would 
not, if applied iro elk wee; cover costs of operating. 
The term is often extended to goods that are Mite 
sold at prices below the usual market. Another 
definition by another person who has given study to 
the Boe brought in the idea of stimulating sales 
not only of the leader itself but of other ener 
where he said; 
"Tn its broadest sense the loss-leader 
is merchandise featured or sold at 
reduced prices for the purpose of 
attracting customers and thereby 
stimulating sales not only of the 
header pbuvsor other <commodities.” 

I Gaitkrivsnalisncot refer further to.dhapter IT 
but I should like now to go on to Chapter II[ which 
gives a very brief historical reference to the subject. 
Perhaps it is not completely necessary but I think it 
is interesting to look at the paragraph on page 9 which 
perhaps puts the matter in some perspective. It is an 
extract from a newspaper in 1765 in Connecticut, and it 
reads very much like some of the fears and the opinions 
that have been expressed in the course of the informa- 
tion that we have gathered to date. The extract is 
self-explanatory. This appeared in the Connecticut 
Courant of August 26th, 1765: 

tAll persons indebted to us the Subscribers, 
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13. 

"notified and cautioned to beware of 
repeated, pompous advertisements, 
inserted in the Connecticut Courant, 
Signed, Thomas Davidson & Comp. wherein 
they insinuate to the Public, that they 
import their Goods immediately from the 
Makers -- which let them believe, who 
will -- Consider with yourselves whether 
a Company advertising selling trifling 
Pye Gite prime BE OOS So ldo: 
serve you with other things not so 
commonly known at the same Rate; or 
whether ‘tis not an Allurement to get 

a greater Advance where it may be ted 
without Discovery, by which possibly 
many may be deceived.” 

That paragraph of several hundred years ago 
carries the substance of many of the comments and many 
of the expressions of opinion which have been received 
even at the present date. 

Thal VbNere Veronexurack Prone one. much more 
recent publication” of Mr. ¢C. L. Burton, C.B.E., in eas 
book "A Sense of Urgency". 

I think that is all that I need refer to in 
Chapter III except perhaps this point that Chapter III 
adds one further consideration to the subject in 
pointing out that in some respects modern merchandising 
methods have given an impetus to the tendency to re- 
duce prices in certain lines in that large fixed costs 


are established whereby the merchandiser is in many 
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Mr MacDonald dat, 


cases willing or anxious. to reach out.for certain 

lines which while they do not give him the return that 
he has been receiving on his ordinary lines will never- 
theless make a contribution to his fixed costs. That 
point I think is brought out fairly well in Chapter III. 

Now We £0 On Go Chapuer IV. The Tirst three 
chapters being general, Chapter IV is now getting us 
into the meat of the inquiries that were made by the 
Director and the Director's staff. I am now on page 
13, but lest you become apprehensive I may say that - 
iny rate of progress so far, in only eetting up to 
page 13, is no indication of the time I propose to 
take because from now on I hope to travel faster 
through the pages. 

Ae One (as the Tirat steps im this ae the 
Director, on, November) hi, 1952, sent out an inguiry 
covering twelve major points relating to the nature 
and, effec. of loss—leader selling, to .a large; number 
of individual firms, to trade associations and to 
omen labour, co-operative and farm eee, and 
there were further letters of November 7th, 1952, and 
deter aa Api, 1Osjweend, Insesdartion bo asking for 
general views upon the nature and effects of the prac- 
tice, these communications asked for as much informa- 
tion as possible relating to exact or concrete in- 
sLances Of Llogs=leader selling. This. questionnaire 
was so important, both in commencing the investigation 
Cry he UNCUT, end also aun ithe points io hatwait raised, 
that I think I would be justified in referring 61 Vane) 
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Mr.MacDonald Ss 
to page 65 in the book and I am eoing to run through 
very briefly the nature of the guestions that were 
put. The first question naturally perhaps raised a 
matter of definition. This is what the persons who 
received the questionnaire were asked: 

"What precise definition (or definitions) 
of the verme Loss=leader ao memvers .of, 
your organization employ. If any of 
these involve the matter of POO sah; 
please indicate clearly what type of 
cost is noe C,8., Inverce COST, 
spe Citi ¢ hencdling costes, average 
Neng rine cost, 0G." 

That was obviously an attempt to reach some kind of 
definition to which the different views could be 
attached, nob necessarily a common definition, but 
perhaps lL should pum at iin Chis. Wave “in order "to 
appreciate the views that were being expressed it 
was necessary to know exactly what the person was 
talking about and what he meant, what hewis interested 
ee when he talked about a loss-leader. 

second! y: 

"How the tloss-leader! practice can be 
distinguished from such well-recognized 
merchandising practices as the clearance 
of damaged goods; surplus stocks and end- 
of=—season stocks; etcetera. 

slob Oe are Wehis 
"Whether there are certain classes or 


types of goods that are particularly 
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NsuUbJeCct bO.use as. (ioss-leaders* , 
and, if so, what their characteristics 
ah Shey 

Fourth: 

"Whether purchasers are deceived by 
‘loss-leaders! into believing that 
Most Obher goods sold in vine store 
are also offered at corresponding 
reductions,” 

Dive: 

* How tloss-leader' selling differs 
from alternative means of accomplishing, 
at the same Bene Lie, same sales) results 
such as advertising” etcetera. 

Six :"Whether new customers attracted by 
tloss-leaders' are likely to be re- 
tained, or whether the continued use 
of ‘tloss-leaders' is necessary and 
Ssupiattens tov obtain their future 
patrone ce." 

Deven: 


"Whether *loss-leaders? are more commonly 


used in central or downtown market areas 
than in the outlying scattered market areas. 
Ba ens ¢ 
"Whether ‘tlogs-leaders' are more usually 
introduced and regularly employed by one 
eategory of retailers than by others." 
Nine:"Whether, if large merchandising organiza- 


tions engaged in competitive 'loss-leader' 
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Mr. MacDonald L7s 

“selling ,~bhepetT forts ;wouldt ends to be 
self-defeating and likely to deprive 
the practice of its drawing power." 

Ten: "Whether it is possible to give any’ 
quantitative estimate of the signi- 
ficance of 'loss-leader' selling..." etc. 

Eleven: 

Whether the ,use, of products.as,! loss= 
leaders!) Venda. tO, curter! the market 
for them or permarmtly damage their 
reputation with cons umers..'") eteetera., 

Perhaps I might pause here to point out that 

in this, which was really an endeavour to try to 
narrow down the ground as much as possible to see 
wheat uniformity of views there was, some of the 
questions relate £O) tTheiinterests of the, consumer, 
some to the manufacturer and some to the distributive 
trades. Por jexamnple.. ques tion iM, which I have just 
read obviously relates chiefly to the interest of the 
manufacturer, whether the prestige of his product is 
likely to be damaged by the loss-leader practice. 

Twelve: 

"Whether tloss-leader'! selling results in 
the concentration of merchandising in 
fewer hands or limits the opportunities 
of independent uence and whether at 
such consequences can be traced directly 
tO Giae, “bLoss—leader hy prachiace.” 

Now 2Guis Gin ticubw towddsit eremtt ate :in, degree 


of importance among those questions. They all bring 
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out important aspects of the matter. Without 
attempting to make any comparative appraisal I should 
PIS Fo reer CootNo sire isine the question of de- 
finition, No. 5, how loss-leader selling differs from 
alternative means OP Leas) say, adveraising, No. ili, 
whether loss-leaders damage the prestige of the goods 
concemed, ands No.\) 12) whether they resuait tin the con- 
centration of merchandising in fewer hands, as of 
perhaps particular significance. 

Now, Mr. Geateren! in the chapter which 
follows, tie replies to those sumer all twelve 
of them, are Summarized, and perhaps the leading 
characteristic of the section is the broad variety 
of views which it discloses. I am not going to 
attempt to summarize them now, of course, although I 
thame iti would ‘be well) just as an examphe, to take 
one question and just glance through, as an illustra- 
tion of the variety of views which were forthcoming, 
what was ascertained. Perhaps the best question would 
be that relating to definition: 

"What precise definition(or definitions) 
of the term ‘loss-leader' do the members 
of your organization employ”. 

Going to page 16, and beginning with the Summary, a 
manufacturer, for example, expressed the view: 

"We would dértns a loss-leader as being a 
product offered for sale at a price which 
provides the seller with less than his 
usual margin of profit where such offer 


for sale is made mainly for some other 
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UU Oger, 
By way of parenthesis here, perhaps I might refer to 
page 15 and to two expressions, one from the men's 
wear industry -- this is:from the manufacturerts side -- 
and another from a manufacturer of cotton and woollen 
knitted wear. The men's wear manufacturer said this: 
"Tn our opinion the loss-leader item 
POCeswOG suber Our plotuge at all. 
And then the manufacturer of woollen knitted wear and 
Be can wear said: 
Beet reas So far as 10 bas .beon 
reported to us, the merchandise which 
we manufacture has not been made the 
Subsgeeo Ol usuch a \practuce st 
It would appear from that that the questionnaire did 
serve one of its intended purposes, by narrowing the 
territory in which loss-leaders appear to be of parti- 
cular concern, narrowing it without attempting to be 
exhaustive at the moment, bringing it down to such 
areas as electrical appliances, groceries and hardware, 
although I think in the latter case the complaints 
sprang not from quite the same cause as in the other 
fields, but rather from what were complaints of the 
undesirable practices relating to coupons and premiums 
and the use of hardware articles as premiums in other 
fields. 
T have got away a little from my main purpose 
which was to run through some of the variety of opinions> 
as to the definition of loss-leader selling. Summing 


up the manufacturers! reaction, it is said on page 17: 
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Mer. MacDonald 20.6 
"Gene Fadilyn mole manufacturers tha t 
attempted to formulate a definition 
took the position that any price lower 
thew thatereguired, to retum a qjormal 
profit or lower than the prevailing 
price was a 'loss-leader' practice. 
Those holding other views were in the 
Minors tiy st 

If we may slip over then to page 28 we come 
On to the replies made by trade organizations, and 
taking a passage from that section, all the definitions 
submitted by trade associations with one exception 
agree On the central, feature of a loss-Leader sale, 
namely an article sold at something below the normal 
price or below the price that would yield the regular 
mark-up for the product in question. That one excep- 
tion said: 

"Our definition of a loss-leader item 
is an article which has been bought 
vith the intention of selling it at 
less itnan ic os tiy" 
The wide variety of views is already emerging, although 
we haveveovered only part.or the chapter. 

Then perhaps we might slip over to page 37, 
where we come into the replies. made by the chain stores, 
The chain stores for the most part defined @ *loss=-Leadert 
as the sale of a product below landed cost which they 
interpreted to mean net invoice cost plus freight and 
duty vit any If we go to page 44 in the returns made 


by departmat stores, ffom which cight replies were 
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received, in tour cages:*loss-leader" was. defined as 
any item offered for sale at a price below its landed 
cost to the retailer. Again to page 52, which I think 
is the final grouping of replies received from indivi- 
dual hea ee co-operative societies, individual 
retailers, consumer co-operative societies, farm groups, 
consumer groups and labour ates one interesting reply 
was made by an electrical appliance delaer who said 
Gal Ss 

"Your bureau should be able to 
establish the average, or lowest, 
cost to do business in different 
classi Piceati ons and this yanould torm a 
basigeas -bo. wheat ris aytloss-—leaden'.." 
He was there interjecting a somewhat new idea into the 
discussion, 

Now, Mr. Chairman, and Commissioners, I think 
from what I have read the fact of the variety of 
replies and views will have emerged, and that is not 
Restricted te ithe finet question. You, whll find a 
wide variety of opinions upon the different questions 
placed in the rest of the questionnaire. 

That finishes Chapter IV and we now go on to 
Chapter Aj. Coephersy covers a, considerable: mumber of 
concrete cases of alleged loss-leaders which were re- 
ported, chiefly by the National Foods Division of the 
Retail Merchants Association of Canada. I think I may 
say that far and wide throughout this inquiry the 
response and the degree of co-operation received from 


all parties was very good. Some parties found themselves 
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in a better position than others; some found it very 
difficult to supply the ee enanaes but I think that 
generally there was a pretty fair attempt to send in 

as much information as possible, and perhaps pre- 
eminent among those was theNational Foods Division of 
the Retail Merchants Association of Canada when they 
sent in this considerable number of concrete instances 
at some inconvenience to themselves. My comparison, 

by the way is certainly not invidious there because 

as I say other groups also co-operated I think to the 
best of their ability, but we did get a large number 

of actual cases, which we were particularly anxious to 
get, actual identifiable cases, from this Association. 
In each case the department tried to get the facts of 
the selling prices and the buying prices, the degree 

to which price reduction had occurred in the selling 
price, and the results are summed up on page 72. 

THore Wasa Teburn fain this. particuleriiclass or 15 
items; that is 45 items in which the Branch was able 
Lo rundown bie. actuet TAacts im ‘enenvease, eocto. the 
Menuracturcr and /find out what bie: sold) Tor,: or goto 
the retailer and find out what he bought for; go to 

the retailer and find what he sold for and what was the 
reduction in price and what was his percentage of profit. 
Of these 45 items sold in grocery stores, 8 were sold 
below net purchase cost. Of these, 4 were sold in 
chain stores and 4 in independent outlets. The reduc- 
tions below the net purchase cost of the four grocery 
items sold in chain stores were 5.3 percent, 7.4 percent, 


10.1 percent and 19 percent. Moe vlovel of uo seo ceny 
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items were sold at or above the net purchase cost, 
2 of which were sold at net bene cost. 

Then IT want to skip several’ lines ‘and read 
this: 

"The 32 items sold above net purchase 
cost ih chain stores carried mark-ups 
above net purchase cost varying from 
i> Percens tor2ay2 percent, the 
average of these percentages being 
Ven Percent . The three items sold 
in independent stores carried mark-ups 
above net purchase cost varying from 
2¢0 pereent to 8.7 percent, with an 
average of 4.7 percent." 

To my mind that is a very interesting chapter 
because it shows the distribution of these price re- 
ductions over the distributive field of grocery mer- 
chandising, and it also indicates the wide range about 
which different people talk when they use the expression 
Wloss-leader” or “deep price reductions”. For example 
you will note some of the articles that were reported 
within this group as being cases of loss-leaders still 
carried substantial mark-ups. The chapter I think 
illustrates this very well that the practices there 
complained about -- I am saying nothing about the 
seriousness or otherwise of the extent of the practice 
-- would not be dealt with, would not be met, by any- 
thing which was directed towards controlling instances 
of sales below net purchase cost. That of courses runs 


throughout the compilation of material; that is, most of 
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the complaints received relate not to the area in 
which the articles are sold below the new purchase 
cost ‘Or the. retailer, bub whey fall’ In the area where 
he is selling above his net purchase cost but at a 
price which is considered to be less than sufficient 
to bring him what the complainer believes is a 
reasonable return. Thewiinay dit ter tierom-area to 'areaa. 
IT intend to refer a little later to qa case of some 
importance where it was definitely in the area of 
sales below net purchase cost, and it relates to 
bread. The sales in this case were definitely in 
tHe area *OT-articlés sold below’ tite rcost to the re= 
tailer himself. 

I think that covers the chief significance of 
Chapter IV and Chapter V, and we may go on now to 
Chapter VI. Chapter VI relates to replies to the 
questionnaire on'leaders' and ‘specials! in the mer- 
chandising of grocery products, and it is explained 
that in the replies received to the general question- 
aire -- that was the twelve point cuestionnaire to 
which I referred -- Bayer Sie: frequency of use-and 
effects of loss-leader Paid! 1G was clear that one 
field in which it was felt by the smaller merchants 
engaged therein, or, more Anata by the associations 
representing then, that loss-leaders were used very 
frequently and were offered at large reductions below 
the regular pricews the grocery store field. It was 
furthermore claimed that within this field “loss-leaders" 
were used most frequently and at the most severe price 
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endeavour to find ous their practice in respect of 
loss leaders and price reductions, question 6 of this 
questionnaire related to the period of the past months 
and requested information on nationally advertised 
or standard brand articles sold by the chain in 
question above net purchase cost. Only one firm pro- 
vided specific information in reply to this question, 
and this chain store reported that during the past 
month it had sold three items below the regular shelf 
price but above net purchase cost. 

Perhaps I should remark that this chapter is 
divided into two sections, one dealing with the small 
local chains and one with the larger, and we are now 
on the first of the two sections. 

Question 7 asked for the same information in 
respect of private brand articles. Very little 
specific information was received in the answers in 
this part on this point, in part perhaps because 
private brands are of minor importance in the smaller 
chains dealt with in this group. 

Question 8 related to the number of nationally 
advertised or standard brand articles sold at or below 
net purchase cost and information was requested for 
each such item under the four headings noted above -- 
that is relating to the buying price, the selling price 
Bn 90. ON. Only one specific article was reported as 
being sold below net purchase cost and this item was 
reported by one chain store only. Five chain stores 
reported that they did not sell any private brand 


item at such a price during the period im question 
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and the remaining chains did not reply to the question. 

Then if we skip over to the larger distributors 
noe are dealt with at page 80, and I am going on to 
page. 63,,in reply to question 6, Table, IT, which ison 
page 84, lists 46 items which were sold above net pur- 
chase cost but below the regular sale price. Then 
going on to page 87, question 8 referred to the number 
of nationally advertised or standard brand articles 
sold at or below net purchase cost and requested for 
each such item information on the four points set out 
above, that is buying price, selling price, etcetera. 
Three chains Peseta that they had sold no such 
article at or below net purchase cost during the period 
in question. In the case of the two remaining chains 
one item was sold by each at less than net purchase 
cost, and in both cases’ special circumstances accounted 
for the sale. 

Question 9 referred to the sale of private brand 
articles at or below net purchase cost. Four com- 
panies replied that no private brand article had been 
sold during the period in question at or below net pur- 
chase cost. 

I think I need not refer further to that chapter 
except to say that it again emphasizes what I said a 
few moments ago that the area of complaint appears to 
relate mostly to articles not sold below the actual 
cost to the retailer but sold somewhere above that, but 
at a mark-up which the person complaining represents to 
be an unjustifiably low mark-up. That emerges, for 


example, if you take the time to look at the 
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proportions between the number of Leaders, let us call 
them for a moment, aes were reported by the chains 
as falling in the category of articles actually sold 
below cost, and the number that fell into the category 
of those sold above cost but at some reduction slight 
or great, below the ordinary shelf selling price. 
Now, we have come to Chapter VII. In addition 
to the general inquiries sent out by the Director's 
staff, an attempt was made to take advantage of any 
unusual situations that occurred and that appeared to 
offer 4 particularly 2000 Opportunity oF “eetting 
information about reduced prices. There are several 
of these mentioned in the following pages. One 
occurred in the City of Montreal where the papers 
indicated that there was going on in that city what 
tor eometines referred vO as a price Wer, Which '19'"a 
term of somewhat vague meaning, However, observing 
this, the Director's staff then sent out inquiries to 
the drug stores concerned in Montreal in an endeavour 
to find out how extensive were the price reductions, 
both in connection with the things that they applied 
to and in the extent of individual price reductions. 
In order to obtain further details bearing on the 
extent of the price reductions and if possible upon 
their effects, a questionnaire was sent out to 180 
retail druggists in the City of Montreal and replies 
were received covering a total of 77 drug stores. 
Now it may strike you at first glance that the dis- 
parity between 180 and 77 was quite substantial, 
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enquiries like this, this response may be considered 
Terr Ly Go be very, very good; in any case a consider- 
able volume of informationwas disclosed. Ont) hie 25 7 
drug stores reporting price reductions, 7 although 
listing some articles as being reduced in price, did 
not state the exact number so offered, 3 reduced prices 
below met purchase cost. only but did’ not offer any 
item in the range set out above -- that is the range 
of above net purchase cost but below ordinary mark-up 
-- and two stated that they had reduced prices on 
cigarettes alone. The remaining 45 drug stores 
offered the faounler sete number of items at Less than 
the suggested list price but above net purchase cost, 
and then there is a Tabulation ToLlowsne oL 45 drug 
stores. Then reading on to page 1LO1, the remaining 
45 drug stores offered the following number of items 
at less then the suggested list price but above net 
purchase cost, and the total is set out im the Table. 
Then at the bottom of page 101 it says: 

"The remaining 26 drug stores offered 

the following numbers of items at less 

than net purchase cost." 
There again I think that support is given to the view 
that the majority of the complaints relate to the area 
of articles sold above cost but below the ordinary 
mark-up. 

I should like now to skip forward to page 114 

where the information obtained about the Montreal 
Situation is briefly summarized. UBVLIOUE LY, 2ECLSe) Now 


possible in this survey, that is of the Montreal 
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situation, to isolate the different factors which in 
addition to price reductions may have influenced the 
Sales records of the different drug stores., However 
insofar as any inferences may be drawn from the 
Montreal experience it would appear that inconclusive 
as the evidence is in some respects, it does suggest 
one conclusion, that those drug stores who offered 
and advertised price reductions did not, experience 
any substantial increase im sales at the expense of 
the drug stores which did not reduce om ces. Factors 
other than price reductions clearly played an important 
role in determining the sales record of the various 
competing groups. .We will come later to sections on 
Gigaretves and Bread, snd it will be auveresting at 
that stage to compare the results with the results 
indicated here in the drug trade. 

I would direct your attention briefly now to 
page 116 as a further illustration of the fact that 
the area of complaint -- perhaps I am dwelling on this 
Se itulesvnnmecesseriiy hut think ane. a mnorvan ta to 
bring it out -- is not essentially goods sold below 
cost to the ete because if youl look jac whe, tires 
items -- and I take them on page 116, just selecting 
these at random -- Alphamettes, Absorbine Jr., and 
Ayerst Cod Liver Oil, you will see in the second column 
from the right that the range of percentage mark-ups on 
cost which was taken in the instance complained about 
wes From Wil tO 25.4) percent. and thas the tanege of 
percentage reductions from regular price was 37 to 40 


percent. Now if I read those statistics correctly 
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Mr. MacDonald Ble 
it means that the person who has taken the 25.4 percent 
mark-up was still limited to the range of percentage | 
reductions in the right hand column, so that the most 
he could have reduced his suggested price was by 40 
percent, leaving still a 25 percent margin of mark-up 
Ln cost. I am not saying that with any reference to 
the amount of the mark-up, I am not interested in that 
and I do not want my renarks to be misconstrued; I am 
SIGOLYy Saving 1c 00 bring out that these instances 
falling within the scope of the price reductions in 
the Montreal price war do definitely relate to that 
BEeawoL, sales, Ae Mosc, ol Uhem do Melavesto tie “area 
of sales that are above net purchase cost and below 
sneit price, rather’ than to the area which-is below 
the cost to the retailer. 

similar results follow in the case of Absor- 
Dire Ule,iand Ayers, Cod Liver Ovi wang ae pelisve 
from some of the others in the paper. 

I think I can come now to Chapter VIII on page 
143 which relates to a survey of newspaper advertise- 
ments of grocery products for the month of January, 
OS 6 The purpose of this chapter was to take 
another sort of cross-section of trade in an endeavour 
to find out what was the extent of the price reductions. 
It occurred to the director's staff that a useful way 
of doing that would be to Look at the advertisements 
which were appearing for a definite period in leading 
papers of leading Canadian cities and compare the 
prices that were being advertised with the prices that 


we knew from our files to be the average prices at 
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which similar goods were bought and sold. Therefore 
in order to ascertain in a general way the number of 
grocery items that were being advertised, (1) below 
the usual selling priced in effect in chain stores and 
(2) ator below the average chain store net buying 
price, a survey was made in four cities of newspaper 
advertisements inserted by integrated chains, asso- 
ciated retail buying groups, and other retailers 
during the month of January, 1953. Now we go to 
page 146. Perhaps the most interesting aspects of 
this survey of newspaper advertisements of grocery 
products are these: the difference in the number of 
price reductions advertised in the four cities, a 
considerably different pattern occurring from one place 
to another; secondly the marked degree to which all 
advertisers participated in the price reductions; 
Diese the Very linvoed number of 1tbeme sold” below 
average net buying price; and Tour, tae Limited number 
of cases in which competitive (ia emer of pri cles 
apparent ly occurred. Perhaps the significance of that 
last statement does not spring immediately from the 
paragraph, It means this, that anymost of these cases 
it appeared to be a case of one merchandiser deciding 
he would make a price reduction and advertising it, 
rather than somebody starting it off and the other mer- 
chandisers following him along at reduced prices. 

May we go back just for a moment to pages 144 
ane Li>. Gusp GO take a sample of che results. The 
Toronto advertisements yielded 28 separate items 


offered at less than the average regular shelf price 
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but above the average neb buying: price. Then on page 
145 at the top in these same advertisements there were 
four items offered at or below the average net buying 
price. The proportions there insofar as that is 
representative, would bes 28 to 4. 

Now we go on to Chapter IX which relates to a 
survey of price reductions in the sale of household 
electrical appliances. This was another example where 
it was represented to the Commission or represented to 
the Director that price reductions were of particular 
prevalence and significance for the time being in 
relation to small electrical appliances, and we tried 
to take advantage of the situation to find out as 
closely as possible what was going on in that area. 
tT think) E should perhaps say that this chapter relates 
monerto the ordinary tore, of to the practice of the 
ordinary store handling electrical appliances than it 
does to the large merchandiser who has set up what is 
sometimes called a discount house or who has acquired 
2 ereat volume of trade on the basis of his reduced 
prices. That is a somewhat different story and will 
appear, 1 nope, as the inquiry procesdc. 

During the summer months of 1953 the Director 
from time to time received complaints from both re- 
tailers and manufacturers of household electrical 
appliances about the frequency and the extent of price 
reductions being made by the retailers on many items 
in this field, the complaints coming both from smail 
as well as large cities, most frequently referred to 


conditions in the larger metropolitan centres such as 
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Toronto, Montreal, Winnipeg and Vancouver. In addi- 
tion to these complaints from individual retailers and 
manufacturers, the Director received representations 
from the Ontario Association of Radio, Television and 
Appliance Dealers Incorporated on the same subject. In 
an attempt to obtain information on the extent Of “pricce 
reductions in this field, a questionnaire was prepared 
and circulated in September, 1953 to 174 retail dealers 
in household electrical appliances. 

Then going to page 148, 50 completed question- 
naires were returned, of which 44 were from independent 
and 6 from chain stores. Of 32 independent retailers 
selling at reduced prices, 19 replied in a specific 
fashion to question 5b relating to the number of 
different items which were sold below the manufacturer's 
suggested selling price but above net purchase cost. 

Of these i9, 5 reporting on six outlets, stated that 
all items were sold at reduced prices and one indepen- 
dent stated that 90 percent of all sales were at re- 
duced prices. The remaining 13 replies provided -the 
following information and you have a list on page 150 
of the number of different items sold below the 
suggested selling price but above net purchase cost. 

Tren eo1ne on Go pace: Lol to wine. number iof 
items gold ab or below net purchase Gost, in reply to 
-this question, 5 Independent retailers reported a total 
Of eigzht appliances: no chain store reported any sales 
below net purchase cost. That again brings out the 
point; perhaps I should not dwell upon it longer as I 


think it is sufficiently made, that the substantial 
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area of complaint lies in the region above the net 
purchase price to the individual. 

If you turn to page 159 for a moment there is 
a Table showing the percentage mark-up in cost taken 
On the differsit types of. electrical appliances offered 
at reduced prices. The right hand column shows the 
percentage mark-up on the cost taken on the article 
on the basis of its reduced price and further indicates 
or ulliustrates the point to which Ll have referred. 

I should like then to go on to page 163 and to 
Sum up in this way: to the extent that any inferences 
can be drawn from the sales data collected in this 
particular phase of the inquiry -- and this relates to 
Gic sates experience Of the: stores than redueed prices 
compared with those that did not put price reductions 
into effect -- the basis of which is in some cases not 
too broad, it appears that the independent stores which 
reduced prices experienced the largest and most stable 
increase in sales in 1953 over the 1952 seven months 
average base of the three groups included. Mice ind ox 
for the independent stores that did not reduce prices 
is based on agnall number of reports and displays more 
extreme fluctuations than the indices for the other 
two groups, but it also indicates a considerably better 
Sales record in 1953 over 1952 than was the case with 
the chain stores, although falling short of the sus- 
tained high level of sales reported by the independents 
that reduced prices. The chain stores that reduced 
prices also experienced marked fluctuations in sales 


in 1953 and in contrast to the other groups saw their 


day 
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Mr. MacDonald Ore 
sales for all but two months in 1953 fall below the 
seven months 1952 average. 

If we slip forward then to page 166 there is an 
interesting fact disclosed by Table VIII which shows 
that of 76 types of appliances reported upon as being 
tne Subject “Of price reductions . 3:7 of hose were the 
product of ea single manufacturer. In fact, the 37 is 
increased to 40 by the addition of the fourth iten, 
Hotpoint, which is a brand of the same manufacturer. 
Phere Vs no revidence containéd in this *compi lation of 
material to show why that should be so but I believe 
that the manufacturer in question will be making re- 
presentations, and that is a very interesting. point 
upon which I would hope he will bring all the informa- 
tion he can to bear. 

That I think sums up in a sufficiently compre- 
hensive way that chapter and brings us on to the 
chapter relating to Cigarettes. Thesis .On | pacer205, 
This is a chapter upon which I have put in a great deal 
of time, but I know that you, Mr. Chairman, and 
Messrs. Commissioners, are fairly well acquainted with 
Cberconvetiwe Ol ihe “ehapter> and thereloce el Willsdeal 
Nici te Toirayoeriert Ly. The chapter brings’ out ror 
one thing a fact that is latent in the situation re- 
lating to other products, and brings it out perhaps 
a little more clearly; that gelling prices are, the other 
Side of the penny from buying prices, and that sometimes 
what appears to be a sale at a loss may be a sale based 
upon a lower buying price, Tt is also important, I 


think because it throws considerable light on the 
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Mr. MacDonala Bibi. 
effect upon general sales of the sales of one particular 
product. 

If you will look for example at page 217 there 
ise Veo eb bere Ee olesNep.ei tech, Crime I think as 
to show that as the result of a price reduction on one 
particular item, in this case, Cigarettes, whilst the 
sales of that particular item advanced very substan- 
tially the general sales did not advance in anything 
like the same proportions. That lesson is further 
borne out by the Table on page 218 which relates to a 
later period in the history of the price reductions 
where the Cigarettes sales have stabilized at an index 
of 139 and general total sales have stabilized at an 
iudex of L2h. If you then go back and look at the 
first Yable and note the increase in overall gales 
nha head been occurring over a considerable period, 
the increase in overall sales because of the increase 
in cigarette sales becomes dublous, that is the amount 
of it that can be ascribed to the increase in cigarette 
sales and the movement of cigarette prices. I am re- 
ferring to the index which is moving as follows: 108, 
es. 120, i235, end Ley. The pesseace Summing. up his 
experience says: 

"Cigarette sales during these two periods 
Tell Olt markedly Trom the. peak reached 
im Coe pertod endine Meron eth, e1o5s 
whieh was the period of the price reduction, or which 
was the first. four weeks of the price reduction, 
"although they remained approximately 39 


percent above sales in the base period. 
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Mr. MacDonald 3 ls 
"Despite this falling off in cigarette 
Seles from their peak Level, total 
Sales continued to expand above the 
levels reached in the period ending 
Mareh 2ist, 1953, thus lending support 
to the conclusion reached on the basis 
of the earlier data submitted that the 
berlexm eriecw el Cigerepte 9ales on) tne 
Sales of other products was probably 
Sma ii 
Then if you @0 to pages 230 and, <31, the same 
experience, although perhaps even more so, develops 
trom Vancouver, where, looking at page 231, the total 
Spanos ete back Toto percent, 16 “am imeem or 100. "on 
Vey Guay LOD}. five Naving regchedma peak, of over 
2,000) Ge Marohvand April 2953. Cigarettes have gone 
back to an index of 438 while total sales have gone 
back to an index of 100, so that in sustaining that 
index of 100 there must be an element of increased 
Crearerte sales in there. Tig, ierpued.. 4S Lenave 
said, contains considerable information about the 
attempts of independents to obtain better buying prices, 
and their unsuccessful experience in that regard. That 
information is supplied and put in as being relevant 
Corthe SLouation, and founding. i> outs Lt is not: put 
an by way of cribiciem. 
I think that that deals sufficiently with the 
Gigarette chapter. Instead of spending a considerable 
amount of time upon it, we are spending a fairly short 


amount of time, but I. think that unless you want me to 
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Mr. MacDonald 38. 


dwell upon it further I should now pass on to 
Chapber xi, «"Loss-Leaders and the Prices charged) on 
other items in the Seller's stock", I can summarize 
that chapter very briefly by saying that some of the 
views held were to the effect that in certain sectors 
of trade the loss-leader or the price reduced article 
was counter- balanced by corresponding increasesin the 
prices charged on other lines; that is that it was a 
method of unfair or misleading advertising in that the 
person was induced to go into the store to buy with a 
1LOas-leadervorsan article at a! considerably reduced 
price, and then advantage was taken of his presence to 
sell him other articles at a higher profit than the 
price he would have had to pay in other stores. This 
chapter would indicate that in the grocery field, 
whatever the situation in other fields, that would not 
apply, because there appeared to be no tendency on the 
part of the stores going in for théiueracticevof \loss- 
Leaders Or Ceepnprice reduchions opipriceureductions’ 
to show on the other articles a higher mark-up than 
stores which did not practice such price reductions. 
Page 278 concludes a new chapter which is of 
particular interest to the hardware trade. I think 
that the chief complaint or one of the chief complaints 
from this section of the trade related to the use of 
articles ordinarily dealt with in one class of stores 
being adopted as coupons and premiums by some un- 
related. trade. Forsexsmplée,) a hypothetical) case, sa 
grocery store offers anybody who buys a ten dollar 


order of groceries, a hammer for ten cents, a hammer 
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Mr. MacDonald 39. 


which ordinarily costs from 31.00 to #1 JOB. AWalanes alls 
case the hardware man says that is a very unfair 
practice. If you want to have some scheme like that 
use one of your own products, because you are impinging 
upon my trade and you are creating unfairly in the 
minds of the buying public, the impression that since 
you can get that hammer for ten cents in connection 
with your ten dollar order of groceries, I am over- 
charging when I charge a person a $1.00 to 31.95 
depending upon the quality of the hammer. I think 
the case is fairly summed up in this chapter, aithough 
at the end of the chapter we say: 

"Win any ase the-essential aspects jor 

these practices extend beyond and in 

many respects differ from loss-leader 

selling. It has therefore been con- 

sidered desirable to exclude them from 

(and hence avoid confusing them with) 

this inquiry into loss-leader selling." 
ft imagine frankly that is a statement with which certain 
sections of the trade may not agree and to which they 
may take exception. They may entertain the view that 
these things are very directly related to loss-leader 
Ssebuineg, “and it phateis ie tcase Wipresume uhauvuhey 
Will be coming before you and submitting their views 
and their information. You WLLL, lor -coumse entertain 
those views and judge their relevance to the terms of 
reference without certainly feeling bound in any way 
by the observation in this chapter. However, that 


was the way that it appeared to us at this stage. 
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Mr. MacDonald LO. 
Now I am caming to the end. We, in the 

Director's Branch considered that it would be valuable 
to try to find out something about the United States 
experience in this field, so, there being apvroximately 
30 states where they have fair trade legislation, 
legislation prohibiting sales below certain minimum 
prices -- I should not Call uty Male trade: legislation 
for a reason which I will refer to in a moment -- 
directed letters to the Attorneys-General of those 
states, and I must say that the response was very good 
and very kind. About 18 replied extensively with 
their experiences and they covered quite a wide field, 
some of them said that enforcement of the legislation 
had met with little success while others indicated 
that by means sometimes other than prosecution some 
considerable degree of enforcement had been obtained. 
Those various views or various experiences are all 
Set oub in this chapter. The nature of the legis- 
lation may tend to ne a little confusing and perhaps 
it would not be out of the way for me to say just a 
short word about this kind of legislation. In general 
such legislation applies to wholesalers and retailers 
and establishes a minimum price on the basis of the 
cost to the individual dealer. The point I want to 
make is that we are now talking about minimum price 
legislation in thirty states, not to be confused with 
hue quesbilonof the “fair trading” laws in the.) 
states, which is related to the McGuire and the Sherman 
Actas The nature of the legislation about which the 


Attomeys-General were asked was: Such legislation as 
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Mr. MacDonald elt 


applies to wholesalers and retailers and establishes 
a minimum price on the basis of the cost to the indi- 
Vicuei dealer. Tn one type of Statute the cost of 
doing business, which is to be added to the invoice 
or replacement cost of the retailer, is eoneraily 
suaved, In-tne absence of proof or a Lower cost, “as ‘a 
certain percentage mark-up, in many cases 6 percent, 
but in other cases 8 percent and even 12 percent, and 
as a certain percentage of the wholesaler's invoice or 
replacement cost; usually 2 percent,  Weohad’ replies 
from 18 of the states, and one Attorney-General, or 
his Seeut, OF tie bureau’ to which he referred the 
Mavver as belug the enforcement bureau, said: 
“phe inh bitions of the Act have not 
appeared to be effective.” 
Another said that enforcement by prosecution was almost 
impossible and others went on to say that by means, 
sometimes prosecutions and frequently means falling 
Short of prosecution, a satisfactory degree of com- 
pliance had been obtained. 

Just while I am on that point in case there is 
any misunderstanding relative to the legislation, in 
case my reference to 30 states may have been a little 
confusing, the picture, as you know, sir, and Messrs, 
Commissioners, but which ail the- parties interested 
may not be completely aware of is that this legis- 
lation about which I have just spoken is in effect in 
approximately 30 states. LS is the number of the 
states in which there is state legislation providing 


for the effectiveness of the amendment to the Sherman 
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Mr. MacDonald ees 


Act, that is for the manufacturers themselves to fix 
the retail prices of their product. “The two fields 
are allied. They are slightly confusing but they are 
really independent fields: Invopher words, the 
McGuire Act has said that the Sherman Act is relaxed 
to the extent of permitting state legislation limiting 
pricesiicr theesale of various products, ands \Statec, 
excluding Texas, Missouri, Vermont and the District of 
Columbia have passed such enabling legislation. TALS 
legislation is not connected with the manufacturer 
setting the price for his’ goods, but prescribes mini- 
mum prices for the sale of various products. 

Now I have finished except that there is some 
information which came in later which I would like to 
Submiu Vinmconchusion on this mather; and it *réelates to 
reductions in the prices of bread in Montreal in 
Januar yrendorebriacy and mostihy dam demuarytlast.: ) Et 
basher dt will be placed before you; it has just be- 
come available in mimcograph form, and I think that 
the experience shown may be quite closely in line with 
the experience in connection with the sale of 
SGigeesttes, particularlyrin tthe effect"ot the reduced 


get too 


prices on overall sales. I do not want to 
Geri Uo, thks put on pace wha ieee sis Ta tie viv 
which indicates the sales experience of four leading 
chains in Montreal immediately before, during and 
imiediatelLy after the period of reduced prices, 
These prices were substantially reduced; they were 
reduced about 5 cents a loaf, from 15 cents to 10 


cents for the standard sliced white loaf. .In the 
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Mr. MacDonald Mgr 
case of the four chains concerned the average number 
of loaves went from 120,000 before the price reduction 
to 225,000 during the week of the price reduction. 
Then we must take into consideration that I think two 
at least of the chains did not come in at the beginning 
so that their experience was quite Sian and that was 
that their sales of private brand bread increased fron, 
PZO O00) to Poughly double,’ Trom: 20, 0005 Loaves« to 
225,000 loaves. As you would expect the standard 
brands decreased during the game period but not nearly 
to the same extent; they decreased from 39,000 to 
26,000. In the two weeks following the return to 
HOmiae prices ior) the four ‘chatins, theyse ey or private 
brands had come down from 225,000 to 132,000, which is 
roughly too wi thin 11,000 of their) prevaousysales record 
and the sale of nationally advertised or standard brand 
bread had come back to 38,000 which was just 1,000 short 
of the Sales’ before ‘the price reductions took place. 
Then perhaps there is more significance in the picture 
Chitose tent eeh lon (general wales. For ald the chains, 
the total sales in the two weeks previous to the reduc- 
tions were 32,830,500, and they had returned two weeks 
after the cessation of the reductions to within $25,000 
Sm venateslin, which, in figures Of Dais Kind, is very, 
very close. The chain which was instrumental in 
starting the price reductions had started oft with 
Sales of $1,640,500 and at the end of the second week 
was back to $1,644,900, which is a difference of under 
$5,000 from what the figure had been before the price 


reduction started. Those are in terms of nearly 
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Mr. MacDonald Lh. 


$2,000,000 of sales. I expect that further information 
will be brought before you on this particular case by 
one of the parties who is appearing so that I shall not 
go into it further now. 

con Mr. Chairman, I think that that concludes my 
very quick summary of t he effect of the material which 
is contained in this book. There are no conclusions 
expressed in this book. It was not the purpose, it was 
not the intention and it was not the power of this book 
to express conclusions. If I have referred inadver- 
tently to conclusions as I have been describing the 
matter, it was merely in the sense of reading figures, 
and not any broad inferences from them. This book in a 
Sense May be regarded as the starting point of the 
gathering of information. I would hope that in many 
of the aspects which we covered to the best of our 
AOieeey at bhe Lute trade asso €lauLlons, Manuracturers, 
merchandisers and others having intimate knowledge of 
the subject will be coming before you and I would hope 
that they would be giving you not only expressions of 
their views which would be most useful but also as much 
factual information as they can which will be equally 
or perhaps even more valuable. Ths book Starts the 
Matter orf. 

You will be assisted in this inquiry by counsel 
whom the Minister has appointed for the purposes of 
bhevinguiry and Ll bake 2b that the Punelions or .counsel 
Will be tO assist not only you but all partics who are 
coming before you in bringing out what they want to 


bring out, in bringing out any aspects of the matter 
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Mr. MacDonald Le 
which do not appear immediately from the representa- 
tions that you may desire to go into later; in short 
to assist you and the parties in every way to bring 
out every possible aspect, every possible consideration 
bearing on the important terms of reference which you 
have before you. 

Perhaps in closing it might be appropriate just 
to read those terms of reference again. This is the 
MacQuarrie Committes recommendation from which the 
periis sO reference aré taken: 

"We therefore propose that the lLoss- 
leader practices should be referred by 
the Minister for a therough study by 
the proposed agency and Board with a 
view to determining its prevalence and 
its effects and to recommending to the 
Minister suitable amendments, if 
necessary, of the Act.” 

Looking at those terms of reference obviously I res- 
pectfully suggest your first endeavour will be to 
determine the prevalences, and having determined the 
prevalence to go on and try to determine the effects; 
and it is upon those two points that the parties who 
have information at their disposal can be most helpful 
Go YOu". 

That is all, Chane tyou, sin. 

THE CHAT RMAN : Thank you, Mr. MacDonald, for 
what I think we may say is a very clear analysis of 
the material which your Branch has obtained over the 


past year and a half concerning the various aspects 
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isere 
of this problem. I am sure that the Commission is in 
complete agreement with you in your expression of the 
hope that those who will appear before us will amplify 
in many respects the information which is containad in 
this book, because itws not as complete in some of its 
aspects as you would have liked or as complete as is 
necessary if we are to have a complete foundation upon 
which to arrive at correct conclusions. 

Just before calling on the first delegation or 
the first organization to make representations or to 
presence a Drier to us, 1 should perhaps indicate the 
method of procedure which we expect will be followed 
as a normal practice. Those who present briefs will 
in the ordinary case probably read their briefs in 
order that they may bring each point forcibly to our 
attention. Following that counsel for the inquiry 
Will, we hope, ask questions about matters which seem 
TO reqiire further clarification, Of mMatrers about which 
it would seem desirable that the inquiry should be pur- 
Sued further than is made clear by the actual brief. 

If any person presenting a brief or making represen- 
tations has counsel in support then I think there will 
be no question but that such counsel will be allowed to 
ask further questions if they think that perhaps the 
matter is still not presented as it should be presented 
on behalf of their clients. 

punce the Director's statement was merely a 
factual analysis of what information he has obtained 
I judge that there is no need for questions to beasked 


of him at this time with respect to what he has just 
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LT. 


said¢ if that is the case, if nobody present feels it 
necessary to ask any questions concerning the remarks 
that he has made, we will proceed with the first 
organization which has indicated a desire to appear 
before us here and present a brief in Ottawa. That 
organization is the Canadian Manufacturers Association, 
end if there are no further matters with which anybody 
wishes to deal in connection with Mr. MacDonald's 
statement, I will ask the representatives of the 
Canadian Manufacturers Association to present their 


brief at this time. 
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CANADIAN MANUFACTURERS ' ASSOCIATION 


Represented by: 
H.eW.Macdonnell, Esq., 


L.F.Fitzpatrick, Jr., (Sunbeam Corporation (Canada} 
Limited) 


W. G. Cole, (Sunbeam Corporation (Canada) Limited) 
D. G Currie, (Charles BE. Frosst & Company) 
Willis George, Esq., (C.M.A. Ottawa Representative) 

THE CHAIRMAN; Perhaps for the record you will 
let us know who are the members of your delegation, so 
that the reporter will have their names. 

MR. MACDONNELL: Mr. D. G. Currie is at the 
extreme right, of the Charles EK. Frosst & Company, 
Montreal; Mr. Willis George of the Canadian Manu- 
facturers’ Association; Mr. Le Fe. Fiuzpatrick, Jr., 
of the Sunbeam Corporation (Canada) Limited, and 
Mr. We G. Cole of the Sunbeam Corporation (Canada) 
Limited. 

Mr. Chairman, and members of the Board, the 
Canadian Manufacturers' Association welcomes the oppor- 
tunity of submitting its views on the subject of loss- 
leader selling. 

The Association has studied the statement of 
facts and information on the subject of "loss-leaders*® 
in retail trade prepared by the Director of Investiga- 
tion and Research. It has also consulted various 
eroups of menbers who are specially interested in the 
question. As certain of these groups are submitting 


detailed evidence of the nature, extent and effects of 
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the "loss-leader" practice, the Association proposes 
not to duplicate their evidence but to confine itself 
to stating the conclusion which it has reached, in the 
light of the evidence available. 

That conclusion, briefly, is (1) that "loss- 
leader" selling is a definite evil, (2) that it is 
impossible to define “loss-leader” satisfactorily for 
purpesss of legislating for its control, “am °(3) that 
the best course to adopt is to restore the right of 
the manufacturer of branded goods to exercise some 
measure of control over the price at which his goods 
arerLo be -resola, 

As regards “loss-leader" selling béing an evil, 
it is submitted that the statement of facts and in- 
formation prepared by the Director of Investigation 
and Research bears out the view expressed by the 
MacQuarrie Committee that "the loss-leader device is 
a monopolistic practice which does not promote general 
welfare and .... is not compatible with the public 
interest." It may also be recalled that the MacQuarrie 
Committee expressed the opinion that the "“loss-leader" 
device did not present any immediate danger as “extreme 
forms of price-cutting were not very likely in this 
period (1951) of inflation and relative scarcity". 
Whatever may have been the situation when the MacQuarrie 
Committee was writing its Report in 1951, it is sub- 
mitted that there is abundant evidence at the present 
time of "extreme forms of price-cutting” which are 
"not compatible with the public interest", 


As regards the impossibility of defining 
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"loss-leader" satisfactorily for purposes of legis- 
lating for its control, it is submitted that the 
evidence contained in the Director's statement of facts 
and information bears out the view which this Associa- 
tion has already expressed in reply to the Director's 
questionnaire, namely, that any definition of “loss- 
leader"which seems in any degree satisfadory, includes 
along with harmful practices, so many practices which 
are not merely harmless but beneficial that it would 
ereate more problems than it would solve. 

In these circumstances, the Association has 
been driven to the conclusion that the fairest and 
most effective method of controlling the use of the 
"loss-leader"device is to restore the right of the 
manufacturer of branded goods to exercise some measure 
of control over the price at which they are to be re- 
sold, While the Association has no quarrel with the 
conclusion reached by the Lloyd Jacob Committee, that 
arrangements which impose restrictions on tine resale 
of particular goods are, generally speaking, to be 
regarded as an unreasonable restraint of trade, this 
does not apply to arrangements which are "necessary 
for the protection of the proprietor's trade and good- 
will in his branded article", Within the category of 
such latter arrangements, the Association agrees with 
the Lloyd Jacob Committee there should be included the 
refusal of a manufacturer to supply a retailer who uses 
his branded goods as “loss-leaders"®, 

May I just add, sir, that what a manufacturer is 


interested in is the reputation and the future 
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saLeabilivy ior his ‘goods, andihe feels that itis 
unfair that he should be put in the position of being 
required to continue to supply those branded goods to 

a distributor who is dealing with those goods in such 
away as to damage their reputation and threaten their 
future saleability. A distributor may do those things, 
that is, he may damage the reputation and threaten the 
future saleability of goods in a number of ways. He 
me yudorl. thy Dalese e@dvertisings ne mayido Lisby poor 
servicing, In those two cases I take it that the 
manufacturer under Section 37a of the Bedut nod Investi- 
gation Act would be within his rights in cutting off 
supplies to such a distributor. There are, of course, 
other ways in which a distributor might damage the 
reputation and threaten the future saleability of 
goods; there are other ways in addition to those two 

I have mentioned but the particular way that we are 
discussing at the moment of course is the case ofa 
distributor damaging the reputation and threatening 
Cis UGuTreseleability Dy ehisiipricine policy, cin sother 
words, by using them as loss-leaders. THaticLs our 
Submission, that when that happens, a manufacturer 
Should have the right to cut off such distributor 
and refuse to continue to supply those branded goods 

to him. ows as’ understand: it, there is sone idivi- 
Sion of legal opinion as to whether or not under the 
present law, that is to say Section 37a, as I under- 
stand it a manufacturer can cut off a distributor who 
is using his goods as a loss-leader, but our submission 


is that if that is not permitted by the law as it 
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Stands at present, then it should be; that a way should 


be found of making it possible, as I say, for the manu- 
facturer who finds that his branded goods are being 
damaged -~ that is to say their reputation is being 
damaged and their future saleability threatened -- by 
certain distributors who are using them as loss-leaders, 
that manufacturer should not be required to continue to 
supply his branded goods to that distributor but should 
be within his rights im refusing to supply them. 

Now, Mr. Chairman and gsntlemen, there are 
Mr. Fitzpatrick and Mr. Currie with me, who are members 
of groups who are putting in full Length briefs, so to 
speak, as I understand it, with any amount of detailed 
information, but they are here today supporting this 
general presentation of the Association and they are 
prepared to answer questions which the Commission may 
wish to put to them. 

THE CHAIRMAN: Mr. Haoconneisie bétore any 
questions are asked, I would just like to ask lfany 
other member of your delegation would care to offer 
any comments at this time, or any observations. 
Possibly they may desire to do so before questions are 
asked. 

MRVOPITZPATRICK: | “Mrw Chalrman, the fact that 
we have not presented briefs here this moming is | 
sufficient evidence that we had not intended to speak, 
IT ama salesman; I am Sales Manager of Sunbeam Cor- 
poration (Canada) Limited. I wish, under present cir- 
cumstances that I were a lawyer. 


The problem has become extremely complex. 
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I find the position of being sales manager to be very 
close to untenable under today's methods of operation. 
We have, over a long period of years, attempted to 
develop goodwill in a trade name, which we feel up to 
the present time we have been completely successful in 
doing. However, our position today in the eyes of 
dealerauin parvicular, and L would saylin tis eyes of 
a great number of the consuming public (through 
ignorance I will admit) is that Sunbeam Corporation is 
blamed completely for the chaotic situation which does 
exist. For those who have been perhaps better edu- 
cated by the press, those same groups are still inclined 
to blame Sunbeam because in effect they have been 
taught to believe that we have been tried by a Combines 
Investigation and have been found guilty -- I say this 
is in ignorance and possibly influenced by the press -- 
and therefore have been found guilty of collusion to 
combine, and have been legislated against. From 
comments that we have had from dealers and consumers 

we believe there is a large part of the public which 
feels in just that way. We say that the trials as 
held up until the present time have not proven circun- 
stances such as those in regard to which it has been 
seen fit to legislate against us so far as our 
marketing is concerned, and therefore we find our- 
selves in the unfortunate position of being required 

ton provide:proot of, a situation which we do not think 
was proven to be wrong in the first place. As I say, 
we do not feel that we have been tried and found guilty; 


we do not think the evidence was sufficient to warrant 
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the legislation which now exists. We are in the 
awkward position that now we must provide the evidence, 
and apparently that proves that what we now have is 
wrong. 

As I say, I am quite unprepared this morning 
to’ speak; LT would like to be able’ to read this. 

We, that is to say, the American parent company 
have had extensive experience in the United States. 
We have submitted to the Commission already, complete 
reports as to our operations in the United States and 
the success which our operations have .had down there. 
1 hope it will suffice to say that at least in principle 
a very important marketing principle to us has been 
recognized in the laws as they exist down there. 
Probably we would be the first to admit that there are 
many (oamRe IBY! many complications which involve con- 
stant legal entanglements which have been an extreme 
burden to our company in the United States, but the 
fact remains that a very important marketing principle 
has been recogiized, and perhaps the legislation. may 
improve with the developments that are now being tried. 
The marketing principle to which I am referring is the 
principle that price competition with certain: branded, 
and I will say durable merchandise leads to a mer- 
chandising monopoly which we consider in the long run 
is a very serious situation for the manufacturer, for 
the, distributor, for the retaller and eventually for 
the consumer. What I am trying to say is that as 
certain dealers are permitted to cut prices -- we have 


ample evidence of that; I could name many in Toronto 
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who have been extremely successful -- they drive other 
retailers completely and totally out of the market 
because those retailers cannot afford to handle the 
products involved. ODyvrOuUsLy, a2 youveare a dealer 

I would suggest that when you cannot make a profit 

when you make a sale, then you will do all you possibly 
can to prevent making such a sale. You will dis- 
eontinus handling’ the product if you" possibly can. 

Our position is such now that we must acquaint the 
consumer with the exclusive features of some of our 
appliances to a point where he will not fall prey to 
eragearer! S powers er persia glo, AS that occurs, 
dealer by dealer, it eventually reaches the point where 
they begin to knock our product. I would like to say 
that we have evidence of it but I am sorry to say we 

do not have evidence which we can submit in writing. 

I am referring to telephone conversations and other 
what you might call surreptitious methods of evidence, 
by phoning stores who have been hurt very considerably 
by these things about which I am commenting now. 
Eventually they reach a stage where they begin to knock 
the product which they do not wish to sell, with the 
result that when somebody comes into the store and asks 
epous our product they say, “Well, the Mixmaster,  myes, 
in the past it has been very good, but those Sunbeam 
people are not as thorough as they used to be; their 
inspection has fallen off and their product value has 
dropped. Now we would recommend for your consideration 
that you try brand X", 


These conversations are taking place more and 
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DO. 
more and I think you cam understand how seriously we 
regard such a Situation as that, and we consider that 
these practices are resulting from the present legis- 
lation. That position, we suggest, is untenable and 
leads to a merchandising monopoly, which I attempted 
to refer to at the beginning. Slowly Dutsure ly, 
under those conditions, with items such as ours and 
possloly Many otlers also, “one or two jaealers come to 
Ghe Chie, “and (by GxXtreme price competLly1on Urive all 
other retailers out of the market. iovhink trom what 
I have heard that probably later on you will hear of 
examples where menufacturers have enjoyed very large 
markets in large areas with durable, branded merchan- 
ene and the situation has now been created -- for the 
ens ae will renain as a theoretical ed but 
I am sure that proof will be provided before your 
meetings are concluded -- where manufacturer X enjoys 
a very large business in market Y and to attack that 
market they use some 20 franchise dealers. In that 
Teese by price cutting tactics, one among those 
twenty has risen to the fore and has taken a position 
where they completely control that manufacturer's 
operations in that area. I suggest that that is made 
possible entirely and completely by the present legis- 
lation. The very awkward position of the manufacturer 
under’ the law is such that where previously he could 
decide with whom he would new now he is forced to 
deal, without any recourse, with those who are regard- 
less of his product and regardless of his record as 


regards the goodwill involved, the trademarks and so on. 
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I think you can see the position in which that manu- 
facturer now finds himself completely and totally 
dependent in that very large market upon the efforts 
of one dealer, and tomorrow that dealer is. under no 
obligation to continue handling that particular pro- 
duct; tomorrow the dealer can cut off the manufacturer. 
IT suggest that that is a very serious phere aye and 
I would say that that is perhaps the strongest point 
so far as the difficulties which can exist in the 
future in regard to a merchandising monopoly. 

There are other evidences of that. our 
ScriOrus wO produce quality prcducre and so on, at 
previous hearings I believe it has been proven and is 
in the record that: the margins of profit on branded 
merchandise are, generally speaking, considerably 
lower than the margins of profit involved on non- 
branded merchandise. That I believe is the evidence 
which the MacQuarrie Committee has on the record. 
That is certainly not, you might say, evidence of any 
damage that the branded merchandise manufacturer has 
created by the sale of his pee and as regards the 
accusation which has been made that we have held our 
prices extremely high, we contend that we cannot do 
that; the force of competition is such, as between 
branded and unbranded iat Reena oe that we cannot do 
that. LG 1s Our constant efrort to. dia ve our prices 
down in order to remain in the market, 

As regards the merchandising monopoly of which 
i spoke, we control only one Tunetion Tor one product 


which goes into the merchandising system; we control 
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the manufacturing function involved, and we insist 

that we should have our right to have some say in the 
merchandising function, but the law, as such, has 
given rise to this situation; it has encouraged the 
actions of major peeaa suey national reteidéexrs to push 
aggressively non-branded merchandise -- well I should 
not say non-branded merchandise but shall we say 
stencilisd merchandise: They control, not only the 
merchandising but they control the manufacturing 
function of merchandise; they control most of the 
merchandisane, bey control the price or its, because 
the position is such that under the: present Law they 
are not in a position where they have to be concerned 
about the distributor or the dealer; they control all 
bhOse unc bons Sand Gheretore they onurolt the, prices 
right through to the end user. 

I think from the commencts I have made it is 
obvious that these national accounts are encouraged 
first of all to knock the nationally advertised brand 
of merchandise such as the Mixmaster; they are encouraged 
to do that because they are in the position of having 
a merchandising monopoly. This whole situation gives 
rise to the merchandising monopoly which I an trying 
to suggest, and I would like to say that we feel that 
imathe monopoly condi tion which exists there. certainly 
there is much more possibility of harm to the consuming 
Public invihe, longsorun,sad:a result of tha tisituation. 

As°IT say IT would have liked very much to have 
prepared in brief form the comments which I am trying 


to make here this morning. We have been burdened with 
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bhe problen of providinges Statistics and facts 
supposedly which as I have a beakead! were not proved 
when the present law was put on the books. You will 
be asked in effect to deal with a situation which we 
feel defies statistical analysis. I have suggested 
that we have been hurt most by the dealer who behind 
the scenes in his» store, removes-our product from his 
counter, does not stock it, and therefore cannot take 
care of the séasonal problen to which we are subjected. 
It is obvious that the bulk of our sales will be made 
in the latter part of the year, towards Bei ee and 
the major gift occasions. We depend for the volume 
or our Sales upon the fact that our deabers are en= 
thused about our product, that they can make a profit 
when they sell te, and therefore that they will permit 
themselves to carry a large stock in advance of the 
major buying season. We suggest that they cannot do 
that when they have the fear that they run the risk of 
losing the investment which they have placed in that 
proitey, and therefore when thé” shorl period: comes 
along when the sales are made, our product is not avail- 
able. 

Now, you are asking ror stavietic¢s of Ccperationus 
whereby dealers are not stocking our products, but we 
find that impossible to obtain. We would love to pro- 
vide statistics of dealers who are not stocking the 
product but we find those statistics impossible to 
obtain. 

MR. WHITELEY: Would you expand that point as 


you take it up. 
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MR. FITZPATRICK: How is sent Sib ag 

MR. WHITELEY: You say that you cannot find a 
dealer who fails to stock your product. 

Mh. PLTZPATHICK We can find him, ae, but to 
provide statistics of the numbers who are in that 
position is an impossibility from our standpoint. 

MR. WHITELEY: Could not you select certain 
examples to show it? 

MR. FITZPATRICK: Could we Select certain 
examples? It is conceivable but there again it presents 
(a major “prop. ait. We might perhaps turn to a research 
organization, though I am not sure what would be your 
reaction to such a proceeding. We could turn it over 
to a fact finding beats Soe but then perhaps you 
would have some quarrel with the area in which they had 
made their trials. Iwould suggest that in order to 
provide proper evidence they should conduct that poll 
across Canada so that you would see the whole picture 
in areas where there is no price cutting and compare 
itawiphoareas in which there is price cutting, but may 
I suggest that that would be a very expensive matter. 

MR. WHITHLEY: I presume that aot have volume 
figures for your own output. Are you submitting those 
tater on? 

MR. FITZPATRICK: One of my purposes in being 
here this morning was first of all to get to know you 
gentlemen, to know your ee aee a your methods and 
your desires in order that we might help you resolve 
this problem. If you wish bo know those facts as to 


ourivyolume, Io would submit -- this is off the. record 
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ror vbhe monent -- that from a competitive standpoint 
we would desire very much that those figures be not 
known. I am now speaking of specific figures that 

I have in mind which are the figures to which I think 
you refer; the volume of Sunbeam Mixmasters which are 
sold for example in area X or the volume of Sunbeam 
Ironmasters which are sold in Market X. We would not 
want our competitors to know those figures and I am 
sure our competitors would not want us to know their 
figures. 

MR. WHITELEY: Well, you know the position of 
the Commission. 

MRT TARPAGRICK: edo, yee: 

THE CHATRMAN: It would PEN Mr. Gee pte etek, 
that it might be possible for your company from its 
sales records to compile fairly accurate figures upon 
@ Limited basis. Take for example one metropolitan 
area where you believe that there has been heavy price 
cutting which has interfered with the saleability of 
your product, and another fairly substantial area in 
which you believe that practice has not been carried on. 
Youseould show’ the positionias it was, say in LOb2 or 
1953 before the practice began, and as it is now. 
Would not your sales records provide that information 
fairly readily without disclosing the actual location 
or disclosing the names of your customers? 

MROMELTZPATRICK® of dovnotesee how, unless we 
can speak in terms of percentages. Beyond that I 
would suggest there is a further complication: we 


deal through wholesale distributors exclusively, so 
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that the facts are beyond our reach. We deal with 
White's Hardware, Masco Electric, Northern Electric 
and S000, and Peas Mae the statistics are consider- 
ably beyond our reach. 

The major problem and the major damage that I 
wanted to suggest was to the goodwill involved in our 
trademark and I suggest that we could never get statis- 
tics of the dealers who are knocking our product by 
suggesting that it does not have the game merits and 
the quality that it used to have. POSS eos |) all 
sure you will agree, impossible statistics to obtain. 

MR. WHITELEY: Would not you regard as the 
west Of, that the acceptance, of your product? 

MR. FITZPATRICK: Yes, the acceptance of our 
product. I would submit that some of our figures 
Show increases even in the areas where damage is being 
done: Dy price cutting, but 1 would Like to say that 
we feel very strongly that the major reason for that is 
customer satisfaction . Tt may take a considerable 
time to break down that customer satisfaction. If we 
are continuing to ride on the comments of satisfied 
customers who are encouraging other people to buy 
Sunbeam appliances, that is difficult to gauge too. 
There are other evidences we have had in conversation. 
For instance we have had it in conversation from major 
national retailers that the time has come when they 
were discontinuing some of our appliances. They have 
actually told us that in some areas and more or less 
asked us ‘*What are you doing about sissies as suggesting 


that we have been extremely lax in permitting this 
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present sltuation to occur, and they go on to say that 
therefore what they are doing is only what we deserve. 
I suppose we might submit letters to that effect, and 
I would suggest it might be conceivable that we could 
obtain them, but I am a salesman, IT have had those 
comments and L° find them very ditficult to meet. IT do 
not “suppose you would expect that I should go to those 
organizations and ask them to put those things into 
writing. I am hoping at the moment that regardless of 
what they have said to me they will go on selling our 
Sep ice but if I asked them to put that in writing, 
they would not care to go against their written word. 
ee 18 further evidence which’ submit it is im- 
possible to obtain, and which we have no desire to 
obtain. 

You must forgive me because I am going to do a 
fair amount of wandering here in discussing this matter. 
We feel that we are dependent to a major extent upon 
the operations of dealers. We can ao certain amount 
by advertising in the We a on the radio and television 
and so on but beyond that we feel that we have a very 
great stake in the desire of the dealer to merchandise 
OU producer y and Wwe state quite clearly thatlanm the 
future we feel our success will lie in the ability of 
the dealer to demonstrate our products. When I talk 
about demonstrating our preduct, that brings to mind a 
case which we are considering very carefully at the 
moment. We are planning in Canada the introduction of 
a new apnea an automatic fry-pan. We suggest that 


we have a serious problem there. This automatic frypan 
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has many desirable features, but we say that it is 
going to require a fair amount of dealer demonstration, 
in order that we may sell it in any great volume. I 
might suggest that you think personally of your reactions 
tO an automatic Frypan. I think that your reactions 
would be just these: well, yes, it may have some mar- 
ket, but if I were to see it in use and they could 
prove to me that it is of use to Ime, then [ would be 
interested. With creative selling then perhaps I 
might be in the market for an automatic frypan. 

Therefore today we are in the very awkward 
position that we know we need the dealer's support, and 
dealer's effort, which costs him money. Our usual 
methods of approach involve very close co-operation in 
many cases on a sharing-expense hada advertising 
space, store demonstration and so on. We have teams 
that we send out, people who go into the stores and 
set up demonstrations, but I suggest that the reaction 
Cewour Siloris | pecause Of the very Dac mane. wirich 
Sunbeam has at the moment in the way of merchandising 
support, is such that our task is going to be a most 
difficult one. On many occasions up to the moment in 
a gimilar type of denonstration with our deep-fryer, 
for example, we had for a certain length of time very 
close dealer co-operation. They would share the cost 
of sending a demonstrator to the store, they would 
Share the newspaper advertising and so on, but we are 
finding it more difficult.day by day to get that type 
OF ee ae and in the future with this new pro- 


duct, we fear that we may not get that co-operation 
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65. 
under the circumstances. 

What does that mean for the public? Perhaps 
your suggestion might be that the public could not 
care less about our automatic frypan. We suggest it 
has merit to the consuming public and we suggest too 
that it Is as the result of further research on pro- 
duct development upon our part which we have been en- 
couraged to undertake in present marketing conditions. 
In short, we feel that the very acu of our’ products 
is such that through 30 years of progress here in 
Canada we have developed a marketing system -- I call 
it a system although perhaps that is not a good one 
to bees a distribution progrem -- that has led to the 
development of further products. That distribution 
program has already been set up and now suddenly the 
distribution program has been swept from underneath 
us and we find ourselves in a very difficult position . 

ener I thank you for allowing me to take 
up your time, and I would be pleased to answer any 
questions, or to try to answer any questions you may 
wish to ask. 

THE CHAIRMAN: There is just one question which 
occurred to me. I want to be quite certain of 
exactly what you mean by your reference to the bad name 
of Sunbeam products. You are Aceeaiae. I presume, To 
the dealer attitude rather than the consumer attitude, 
are you? 

Mi Pr Ar ah BCI: \\ Yess. ia oRea ead. to the 
dealer attitude, but the dealer is a big educational 


factor where we are concerned. If Mrs. Smith goes 
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into Mr. Dealer's store and asks about Mixmaster, and 
that dealer tries to educate her to the fact that 
Sunbeam products are not ieee they used To "be, we sug< 
gest that is damaging to us and to our connection. In 
that regard we have a brief which has been submitted 
to Mr. MacDonald previously in regard to our dealings 
with Macy's in New York City, and there was one point 
in that brief which we felt was a very material factor. 
T would like to read the whole section if I may: 

WAs to any products manufactured by 

Sunbeam which Macy's owns (whether 

purchased lawfully before the insti- 

tution of the fair trade contract 

system or purchased wrongfully and 

tortiously by inducing violence of 

Sunbeam's contract) Macy's acquired 

only legal title to the particular 

product but did not thereby acquire 

any ownership of or right to use 

appropriate or advertise the Sunbeam 

trademarks and goodwill for any 

purpose." 

Now it is conceivable -- I do not know, I should 
have investigated this before I submitted this as 
information -- that that may not be possible here in 
Canada, but the point is that we have developed a 
goodwill in a trade name by great expenditure of money 
over a long period of years, and we feel we are now in 
the hands of a very few who could not care less about 


Sunbeam's future when it comes right down to it but who 
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see fit to bandy words about our product and say what 
they care to say about it while we are left completely 
helpless to do anything about this particular dealér's 
actions. We suggest very strongly that we should be 
allowed in those circumstances to take action to 
defend ourselves and to prevent things being said which 
are damaging to our future, and further to prevent a 
condition of monopoly on the part of those retailers 
from developing. These are very serious’ problems to 
us and we suggest are serious problems for the con- 
Sumer in the long run. 

THE CHATRMAN: Does any other epee! of the 
delegation wish to offer any comments at this time? 

MR. MACDONNELL: I do not think so. 

THE CHA TRMAN : Does counsel desire to ask any 
questions in connection with this brief? 

MR. WICKWIRE: Yes, Mr. Chairman. 
Mr. recep ae I think} it is a ‘fair statement’ to say 
that menber organizations of your association will be 
Submitting briefs with detailed information? 

MR. MACDONNELL: Yes, sir. 

MR. WICKWIRE: I think Mr. Fitzpatrick said that 
his own company was going to do so. 

MR. FITZPATRICK: That, S22, as DUP MNnventLon, 
I would suggest this, that the Commission has not yet 
had our brief. ~T Gannot goon record as saying that 
we will be doing oe UL Per Ls Our ant en tion at, he 
moment. Perhaps I might ad, in order to defend my-~ 
self and explain myself, whether it would be possible 
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THE CHAIRMAN: You had better make arrangements 
with the reporter about that. 

Mies PE PZPATRICK: “Tank “you, Psi. 

MR. WICKWIRE: Now, Mr. WeodeumeEds you state 
in your brief -- I am referring to the first part of 
paragraph 4, which is the last paragraph on page. 1 -- 
that the facts and information prepared by the 
Director bear out the view expressed by the MacQuarrie 
Committee that the loss-leader device is a monopolistic 
practice which does not promote general welfare and is 
not compatible with the public interest. In that 
connection does not the material submitted by the 
Director, of which we had a resume this moming, indi- 
cate that there is great diversity of opinion as to 
the nature and effect of loss-leaders? 

MR. MACDONNELL: That is true, yes. 

MR. WICKWIRE: And also that there is a great 
diversity in the situations to which the factual data 
relates? 

MR./MACDONNELL: Yes, I quite agree. 

MR. WICKWIRE: You suggest that there is no 
common pattern in the information that has been filed? 

MR. MACDONNELL: No, we could not discover any. 

MR. WICKWIRE: Can you tell the Commission upon 
what sections of the material you rely for your con- 
clusion as expressed in paragraph 4? 

MRVSMACDONNELD:’ Well; not iofffand,' no... If it 
would be your wish we could prepare a document en- 
deavouring to list those sections of the report which 


bear out my statement here. 
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MR. WICKWIRE: I think, Mr. Macdonnell that the 
Commission would be very havpy to have that. 

MR. MACDONNELL: Very well, we will prepare that. 

MR. WICKWIRE: Is there any evidence in the 
Director's material that loss-leaders are an evil or 
that they are a monopolistic practice as suggested by 
the MacQuarrie enquiry. Is there any evidence of that? 

MR. MACDONN#LL: Yes, we consider that we have 
found evidence there supporting the view of the MacQuarrie 
Committee. 

MR. WICKWIRE: Would you tell me what it is and 
where specifically? 

MR. MACDONNELL: I am not prepared to do it 
offhand but IJ will prepare something if you like and 
submit it to you. 

Wi. WICKWIRE: “Your brief states, av the end 
of the same paragraph: 

mo eechat there is abundant evidence at 
the present time oftextreme forms of 
price cUcting* which are not con- 
patible with the public interest'", 
Can you indicate where the abundant evidence is to be 
found? 

MR. MACDONNELL: Well, we had) reference to the 
Situation which has developed in Toronto and some of 
the major centres in the last few months. We will 
Submit evidence of that if it is the wish of the 
Commission that we should do so. JI have in mind parti- 
cularly a meeting of the appliance people, a convention 


held in Toronto a few weeks ago which was attended by 
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the Director of Investigation and Research. I think 
that perhaps the situation which was disclosed at that 
conference is the situation which we have particularly 
in mind in using this language about "extreme forms of 
price cutting", when the General Hlectric Floor 
Polisher which usually sells at 349.50 is advertised 
Ce oe Par aie That struck us as good grounds for saying 
that extreme forms of price culbting had been practiced. 
That is one example. 

MR. WICKWIRE: But you would have no idea of the 
peice Or Ghat seme arilcle bo the dealer, I supposes? 

MR. MACDONNELL: Wo, I have not got that 
information at the moment. 

MR. WICKWIRE: At any rate your reference to 
abundant evidence of price Be ter is not to something 
contained in the, Director's Cee but otherwise? 

MR. MACDONNELL: Yes, that is true. 

MR. WICKWIRE: Will members of your organization 
be submitting that evidence to the Commission as the 
enquiry develops? 

MR. MACDONNELL: Yes, i think there is no doubt 
of that. 

MR. WICKWIRE: From your knowledge of the cir- 
Gumstances does this evidence exist generally or in 
particular localities? 

WR. MACDONNELIL: « LT should think it exists fairly 
generally. 

MR. WICKWIRE: Mairly eenerally? 

MR. MACDONNELL: I think so, yes. 


MR. WICKWIRE: And will be forthcoming? 
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MR. MACDONNELL: Yes. 


MR. WICKWIRE: Does it relate only to certain 
Creades: 

MR. MACDONNELL: Yes, it is principally relating 
to certain special trades. 

MR. WICKWIRE: Could you enumerate the trades? 

MR. MACDONNZLL: Well, the appliance .business 
is the ichier one. 

MR. WICKWIRE: When you suggest in the same 
paragraph of your brief “extreme forms of price cutting 
are not compatible with the public eosin would 
you care to enumerate the components of public interest? 

MR. MACDONNELL: Well, that is a rather large 
onaee: SiGe dO UW, I take it that what we had in mind 
was the same thing which the MacQuarrie Committee had 
in mind. Those words are taken from its report, and 
I take it that what they had in mind was ea long term 
interest of the consumer. That is certainly what we 
had in mind and that is what we understood the MacQuarrie 
Committee had in mind in using those words. 

Me. WICKWIRE: Would’ it’ also include a reference 
to employment? 

MR. MACDONNELL: Yes. 

MR. WICKWIRE: And therefore would not affect 
a manufacturer? 

MR. MACDONNELL: But surely the effect on 
employment would affect the manufacturer. 

MR. WICKWIRE: Yes, but you suggest the main 
comp onent would be the long term public oe 


the consumer? 
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MR. MACDONNZLL: Yee, aachinke- che, anterest of 


the consumer, and of course the effect on the manu- 
racturerm Goo. 

MR. WICKWIRE: Referring to paragraph 5 of your 
Ditei, “you maa 

w...that any definition of 'loss-leader' 

which seems in any degree satisfactory, 

includes along with harmful practices, 

so many practices which are not merely 

harmless but benerichal, that iit would 

create more problems than it would solve* 
-- that is to say to change the legislation. What do 
you consider the harmful practices of loss-leadering? 

MR. MACDONNELL: The harmful practices? 

MR. WICKWIRE: Yes. 

MR. MACDONNELL: The damage done to the pope 
tation of branded goods and the adverse effect on the 
future saleability of the goods. The manufacturer of 
branded goods may spend very large sums in advertising 
his S00ds* acrods the country, and Some rebavlerior a 
certain number of retailers, by using those goods as 
a loss-leader may give the public the impression that 
the price at which those goods have been advertised to 
be sold is quite unfair and that the goods are not what 
they are represented to be. Phe} E think, is 
indisputable. 

MR. WICKWIRE: Well, Mr. hie Racine ‘ity. if we 
accept that as evidence that that is a harmful practice, 
would not the best evidence of that be the volume of 


the manufacturer? Whether he has suffered a decrease 
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in his volume? 

MR. MACDONNHELL: That would be one of the most 
striking evidences of it, yes -- probably the chief 
evidence of it. 

MR. WICKWIRE: What do you say of the harmless 
practices? 

MR. MACDONNELL: Well, we were thinking there 
of the position of a dealer who has made a bad guess 
and has stocked up with goods which he cannot sell. 

MR. WICKWIRE: Perhaps goods which have 
deteriorated or something of that nature? 

MR. MACDONNELL: ass quite so; that is a good 
example. 

MR. WICKWIRE: Or seasonal goods, at the end of 
the seagon? 

MR. MACDONNELL: Yes, I think that is an 
example. 

MR. WICKWIRE: Goods subject to spoilage? 

MR. MACDONNELL: Yes, that would come in. 

MR. WICKWIRE: What do you suggest are the 
beneficial practices? 

MR. MACDONNELL: Well, one which occurs to. me 
immediately is the case of a dealer who has stocked 
up with goods which he cannot sell and he may have the 
prospect of bankruptcy unless he can get rid of those 
goods and get some capital. JI would not be orepared 
to say that the man who sold those goods because he | 
had to do.so in order to survive was using those 
goods as a loss-leader. 


MR. WICKWIRE: Is there any suggestion in your 
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reference to beneficial practices that some form of 
price cutting might be beneficial to the consumer? 

MR. MACDONNELL: Nos What we had in mind there 
was pointing out that sometimes when a dealer sells 
goods at a low price he is doing it, not as a loss- 
leader at all but he is doing it because he has to 
get some capital on those goods in order to carry on. 
As I say, any definition of loss-leader which made that 
kind of action impossible, obviously would be damaging 
to business and to the economy as a whole. 

MR. WIOKWIRE: Would not one of the beneficial 
practices which results from a form of price cutting 
be the right of a consumer to purchase an article at 
a cheaper price? 

MR. MACDONNELL: Well the consumer gets an 
immediate advantage but our point is that you have 
to look at the thing over the long term. It may well 
oa and it will be shown that in many cases this has 
actually happened, that the immediate advantage to the 
consumer by reason of the low price is completely 
washed out by the long term disadvantage. 

MR. WICKWIRE: Can you be a little more explicit 
in your reference to a long term advantage? Would you 
just explain what you mean by that? 

MR. MACDONNELL: Well, there is always the danger, 
as Mc. Fitzpatrick has already pointed out, in extreme 
foms of price cutting that you have a monopoly created. 
It is happening with some dealers already. 

MR. WICKWIRE: As suggested by Mr. Fitzpatrick, 


that in a given area one dealer will become too 
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powerful? 

MR. MACDONNELL: Quite so, 

MR. WICKWIRE: Is that what you had in mind? 

MR. MACDONNELL: That is a good example, yes. 

MR. WICKWIRE: Would not the converse of that 
be so? Lt syour Dave. 8. price: mainteainedvartic¢cle .in 
tne same area by a number of small outlets, is not the 
manufacturer then also in the hands of the dealers? 

MR. MACDONNELL: You say a number of --? 

MR. WICKWIRE: <A great number of outlets as 
distinct from the one powerful one which Mr. Fitz- 
patrick mentioned. Is not the manufacturer still in 
the hands of dealers? 

MR. MACDONNELL: - No; I do not-think so, It is 
a far healthier situation that the manufacturer should 
have a number of outlets and should not be at the mercy 
of one. It seems to me that that stands to reason. 

MR. WICKWIRE: My point perhaps is. this: In a 
great many instances is not the manufacturer's attitude 
influenced by the dealers? Te nok hie avtacude; on 
this subject influenced by the dealers? 

MR. MACDONNELL: I think I had better let 
Mr. Fitzpatrick answer that. 

Mis FDTZPATRICKS “Eishall get myself tied .wp 
in knots before I am finished. Where would you 
Suggest that I start. 

MR. MACDONNELL: Just deal with this last 
question. 

WR. FIPTZPATRICK: | About us being affected by the 


attitude of our dealers? 
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MR. WICKWIRE: Is your attitude influenced by 


dealers or distributors? 

MR. FITZPATRICK: I would say yes, because we 
sre ‘so dependent. upon uhelr, efforis,so:to,.apeak. 

MR. WICKWIRE: Whether it be through a small 
number of large outlets or a greater number of small 
outlets? 

MR. FITZPATRICK: We feel that in the long run 
and so far as our products are concemed it lies with 
the smaller retailers. 

MR. WICKWIRE: And you are still influenced by 
the attitude of the large number of small outlets? 

MR. FITZPATRICK: When you say “influenced by 
their attitude" TIT do not know of any expression of 
attitude as a group but we know enough about our mar- 
keting, our merchandising econ to know that we are 
dependent upon their efforts in the long run. 

MR. WICKWIRE: Perhaps while you are on your 
— I might ask you this: as suggested by one of 
the Commissioners, can you supply to the Commission 
any evidence to show that in your company the volume 
has suffered? 

MR. FITZPATRICK: We knew that you would ask 
that question. T attempted to explain that matter 
in passing. We are in the awkward position, or you 
may consider it such, of having enjoyed a sales in- 
crease during the past year. We contend that that 
Sales geek tay has been the result of many things: 
anew. product for one ney and the fact that 


consumer satisfaction over the 30 years we have been 
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Ube 
in business, has resulted in people who own Mixmasters 
today and who have bought them over that long period 
heave been so completely satisfied, that the power of 
their word-of-mouth advertising has been such that we 
continue to sell Mixmasters despite the best efforts 
of many of the small retailers to prevent that 
happening. The result is that our sales are still on 
the ee SOD buUb-Gur problem isi'Ghis? 

MR. WICKWIRE: You do not’ like that. 

MR. PITZPATRICK: I would not say that, but we 
are concerned about our future. I think you cannot 
help but agree that when you are aware that your 
dealers are knocking your See Li ene Pons run you 
are going to suffer the consequences. If they had 
reason to knock it because of the quality of the pro- 
duct we would accept that and do something about it, 
but we are in what we consider to be an indefensible 
position at the moment, We can do nothing about their 
best efforts to bring down our years of hard work in 
creating goodwill. 

MR. WICKWIRE: But in your own particular case, 
apparently, the goodwill in the brand and trade name 
that you have built up, plus the satisfaction that 
people have had from your machines have far outweighed 
the adverse effects that you say price cutting has had. 

MR. FITZPATRICK: That evidently could be con- 
cluded at the moment. 

MR. WICKWIRE: ~But you have a fear that in the 
long run that will not be maintained, is that right? 


MR. FITZPATRICK: We have a very definite fear 
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of that, yes, and I would submit again that when you 
know that the people upon whom you are dependent in 
that last three feet across the counter are militating 
against you as a group because they cannot afford to 
Soil your products then T am sure youtmusu consider 
Chew ties Ve serous evidence thas our future is in 
doubt. 

MR. WICKWIRE: When you say they cannot afford 
to sell your Rete, you mean that they cannot afford 
to sell it in competition with other outlets? 

MR, FITZPATRICK: They cannot afford to sell it 
in competition with other outlets? In the cases I have 
in mind I would say yes. 

MR. WICKWIRE: Do you know of any instance where 
the sale of your product has been at less than the cost 
to the dealer? 

MR. FITZPATRICK: Ido not know what bearing 
this has upon your approach so far. I find that very 
difficult to prove. Once again, we are once removed 
from our dealers, and I suggest this as a further 
thought for serious consideration that the price 
cutting -- and this perhaps is in the direction of 
what you people intend -- has extended beyond the 
dealer level to the second level, the distributor 
level, and lacking policing power in regard to the 
use of our goodwill, or not wishing to use policing 
power -- in many cases as a matter of fact, you have 
told us we should not -=- we do not know how deep our 
distributors are cutting at the moment. jnererars 


1 find it difficult to answer the question. ~ So far 
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as suggested prices are concermed, both dealer cost 
and consumer cost, we do know that many dealers are 
selling below those prices, but there is an element 
there which we cannot break. 

MR. WHITELEY: When you mention suggested prices, 
to what do you refer? 

MR. FITZPATRICK: We have the privilege to 
Suggest both dealer prices and also the privilege of 
Suggesting retailer prices. The suggested cost is 
the dealer buying price -- the suggested dealer cost. 

MR. WHITELEY: You think that some distributors 
are under-cutting that? 

MR. FITZPATRICK: We know that. 

MR. WHITELEY: What incentive would they have? 

MR. FITZPATRICK: They have the incentive. This 
merchandising monopoly of which I speak has resulted 
in a very few dealers now controlling such a large part 
of the market in volume that they are now in a position 
to dangle that great big order in front of a few dis- 
Cributors, Toritender yourmiecht” sa y)tandriherresult: is 
that the law of cut-throat competition takes over and 
the distributor is prepared to do anything, you might 
say, for perhaps the extreme minimum margin to service 
the one or two accounts which are now in a position to 
control the market. I find that some of this language 
is rather dangerous because it could be misinterpreted 
in the press. 

MR. WICKWIRE: But, Mr. Fitzpatrick, in the case 
you mention your volume is up, the distributor's volume 


is. iup and. the dealerts volume is up, and the -—purchaser 
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buys the article at a more moderate price. 

Mie PLPAPATRLOK S| Loa oupt. very marek it you could 
prove the comments you have made there in fact. TI 
SUDMLG this 18 a possibility’ == T wii not support it 
as evidence, but offer it as a comment Be the moment <= 
Our salen volume 25 up last year It as Rue but we 
suggest very strongly that the net result of our sales 
increase is due to the fact that the dealers and the 
distributors, not fully recognizing the effects of 
price cutting, we suggest, overstocked at the Christmas 
season last year with the result that they carried a 
heavy inventory into the New Year. PRIS PS cour 
estimation at the moment. We submit that our dis- 
tributors and dealers carried very heavy inventories 
into: the New Year, which “is reflected in “our high 
Sales volume last year, but does not represent final 
Sales to eb consumer, so perhaps those increased sales 
figures that I spoke of over the last year are question- 
able from the standpoint of the consumers. 

MR. WICKWIRE: There certainly has not been any 
appreciable drop in sales with your organization. 

MR. FITZPATRICK: Over what period? 

MR. WICKWIRE: well, let us say the period since 
November of 1952. 

MR. FITZPATRICK: There has not been any 
appreciable drop? No, I would say not, and I have 
attempted to show why not. One of the points I think 
you are trying to get at is the suggestion that perhaps 
the consumer should have the privilege of dispensing 


with some dealer's services. Is that a question at 
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MR. WICKWIRE: Well, you have raised the point, 
and you have emphasized and re-emphasized it, that the 
reason why your company wishes to have a measure of 
control, though I do not know what the measure is yet-- 

Ma. PITZPATRICK:..1 have tried. to suggest that. 

MR. WICKWIRE: We will try to find out -- is to 
try to protect your brand name. 

MR. FITZPATRICK: That is right. 

MR. WICKWIRE: And to protect all these years 
Of cL fort. advertising,» experience and. nesearch which 
Mec peeciuvuiLLe Up. tie Your. produce. 

Wie IAP ATRICK Ss «That is -riehnts 

MR. WICKWIRE: Now it seems to me that 
practically speaking -- correct me if I am wrong -- 
one of the best pieces of evidence to bear out your 
contention is that your sales had dropped. 

Mie oor ARC wa) Lotake 16 (haga yed areanot 
Satisfied with my comments to date. 

MR. WICKWIRE: Oh yes, I am, but IT am trying to 
Suggest to you whether there are not other ways of 
protecting your brand or trade name, and the goodwill 
Of VOU Ua RbLCLe Ss. 

MR. FITZPATRICK: We suggest in reply actually 
that we see no reason why there should be other means 
that we should have to resort to. The point I was 
wishing to make a moment ago was in regard to the 
suggestion you made that Mr. and Mrs. Consumer might 
be dissatisfied with a certain dealer's service and 


could go to another dealer when they so desired. We 
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feel that the very nature of our product is such that 
when it was conceived we knew how it had to be mer- 
Chandised in order to obtain volume of sales. We knew 
we could not depend upon the back door or back alley 
operator for many showings across Canada, for aggressive 
dealer activity in the way of creative selling, because 
such a man has no power, no ape eoror thowl ae: he has 
not the means, you might say, to perform any sales pro- 
motion. Therefore we knew that in order to obtain 
volume, which means low price, in our products, we 
required a network of efficient dealers who had good- 
Looking stores, inviting stores and good displays, and 
all those good features that we knew would attract 
customers into their stores and expose themselves, 
shall we say, to the possibility of their desires being 
aroused. If we had those things we reasoned that we 
would sell many Mixmasters and as a result we would be 
able to produce in large volume which means greater 
economy and means very much, we think, to the con- 
Sumer. Now to get back to the question: can those 
services be dispensed with? Apparently it has been 
decided now, or the facts actually show that it is 
considered that those services can be dispensed with, 
which simply means this, that the dealer who has done 
all that throughvall thesé years, who has doneiall the 
hard work, coupled with our own efforts to put Mixmaster 
on the pedestal where it is today, finds himself in the 
position where we are now permitting a group of re- 
tailers who have done nothing to create that goodwill 


and so on, to come in and reap the harvest. That is 
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a very indirect answer I would suggest, to the question 
as to whether those services can now be dispensed with, 
now the tree has grown and the apples are ready to be 
picked. 

MR. WICKWIRE: Is not the purchaser also 
reaping some of the harvest? 

MR. FITZPATRICK: In what way? 

MR. WICKWIRE: Because through quantity pro- 
ducing, perhaps better methods of distribution, larger 
Quantities, better management, he is able to purchase 
your articles cheaper than he could formerly? 

MR. FITZPATRICK: I can only ask this question 
in reply: How in the future can we obtain this 
ereative selling of which I spoke, with the so-called 
eee area distribution to which you refer? Who is 
going to do our creative selling? Who is going to 
take our new frypan and put it in his store and hire 
a demonstrator, for which they pay part of the cost? 
Who is going to perfom that function? 

MR. WICKWIRE: I assume that that would be a 
matter of arrangement and suggestion between the dis- 
tributors and dealers. 

Hie PLIZPATRICK: Yoo, bub none of them shows 
any interest any more in spending money to sell some- 
thing on which they will not make any money when they 
make a sale. I would say that your suggestion is 
impossible. 

MR. WICKWIRE: How did you get the market 
originally and build up this great goodwill for 


Mixmaster? 
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MR. FITZPATRICK: We would say by hard hob. by 
very close Co-Operation on the part of our dealers, by 
ageressive selling methods on their part; by all those 
features which have encouraged the consumer to purchase 
our products. 

MR. WICKWIRE: Why are they not available now? 

MR. FITZPATRICK: Because those dealers. cannot 
make money when they sell our appliances. The margin 
1S Hot the re. 

MR. WICKWIRE: Well, why cannot they sell more 
of your appliances? 

MR. FITZPATRICK: We have evidence of that. We 
have some four or five who are selling more and more 
and more in the City of Toronto, but they are not 
interested in creative selling. They could not care 
less whether you know that what you are buying is good 
Tor you. or not, They have no interest in the matter. 

THE CHAIRMAN: It is nearly one otclock and I am 
just wondering how long you anticipate that it will 
take you to complete your BRERLOHS: and what the pro- 
gram will be following that. If we are going to be 
some time I think we might adjourn now and come back 
for an afternoon session. 

MR. WICKWIRE: I have a few more questions, 

Mr. Chairman. 

THE CHAIRMAN: Mr. Davidson, is there anything 
to follow this? 

MR. DAVIDSON: No, not eee ice 

THE CHAIRMAN: Then perhaps you could give us an 


idea of how long you will be? 
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MR. WICKWIRE: I might be twenty minutes or 
half an hour. 

THE CHAIRMAN: Then I think perhaps we had 
better adjourn because periods of twenty minutes to 
half an hour have a way of lengthening out as a result 
of the answers which are forthcoming, 

MR. FITZPATRICK: If I might ask a question, 
would the questions involved concern 0.M.A. as a group 
or Sunbeam as an individual member? 

MR. WICKWIRE: C.M.A. aS a group. I only in- 
tended to deal with the brief which was presented this 
morning by C.M.A. 

MR. FITZPATRICK: May I be permitted to make a 
further comment off the record. 

(A short discussion then ensued which the 
Chairman directed should not be reported) 

THE CHAIRMAN: I think perhaps we need not 
pursue this further. The purpose of the inquiry is 
to ascertain what are the facts. It may very well be 
from time to time that a particular person who is re- 
presenting an organization has not all the detailed in- 
formation at his fingertips which we might like to have. 
pa that we expect in that case is that he will tell us 
SO,eiG lem 22 possibie, someone else will be made 
available who is able to give the information , because 
we do want to get it. If we have not the facts we 
cannot get the results that we hope for. I am quite 
certain that Mr. Wickwire was not intending to ask 
questions of Mr. Macdonnell which he was unable to 


answer, and expect him to answer them. He may have 
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asked questions not knowing whether Mr. Macdomnell 

COuULd answer them Or noc, but that ts ae far as it 

went, and I would like to assure you that we have no 

intention of trying to force answers out of people on 

matters upon which they have not sufficient knowledge. 
I think perhaps we had better adjourn now as 

Lt 1s eimost one O'clock and this may so on Tor some 

time yet. We had better adjourn now until 2.30. 

--- Whereupon the proceedings adjourned Oe. ee Dy ce Nie 

iol oa eal BORA 


— ne oe oe ee oe 


; io ) 


| : ate Cie 
isi 7 ell rs 
: pila ve 4 Ny ia : 


i 


iy 
W 


: 


Li hy 


1: padi a ae 


ers 0 


a 


ee fd 
ae 
iy, 

ae 
tied 


i *) 7) 
» RO) aay 
4 


We 


he 
ia] ' 


nea 


i. 


1. ea, 


ij 

iui cat 

Be it ai 
rf ih 


war 





87. 


--=- Upon resuming at 2.30 P.M. 

THE CHAIRMAN: Yes; Mr. Wickwire? 

MR. WICKWIRE: Mr. Fitzpatrick, you were men- 
tioning before the luncheon adjournment that in one 
particular area there was one outlet which there was 
a danger would completely control the manufacturers in 
that area. “Isithere just the one area, of which you 
complain? 

MR. FITZPATRICK: I must admit I suggested at 
the time that this was not an example which applied to 
our particular company. This is an example about which 
I have heard evidence submitted by another sheney 
and I think you will probably have the example exposed 
in detail at later hearings. 

MR. WICKWIRE: Would you care to name the area? 

MR. BLTZPATRaCks: I think perheapselimonla be at 
liberty to do that. The area was Southern Alberta. 

MR. WICKWIRE: Does it apply to your product? 

MR. FITZPATRICK: No} it does novi apply to us 
at all. It was a theoretical case which I suggested 
for whatever purpose it might serve here at the moment. 
Perhaps I should not have mentioned it because I am 
NoGyprepared to back it.up. 

MR. WICKWIRE:. Are there any such areas in 
Canada which do apply to your product? 

MR, FITZPATRICK: Where we could prove a com- 
plete monopoly contract on the part of one dealer? 

MR. WICKWIRE: Yes, or a tendency towards that. 

MR. FITZPATRICK: We could probably provide some 


information that would suggest a sales volume and a 
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very marked increase on the part of one dealer in 
particular, in* Toronto, ae that, Of course, could be 
attributed only to price cutting. 

MR. WICKWIRE: Of your product? 

Mike PLVTZPATRICK:? Of oun pre@tchy yessonl am 
speaking of Mixmaster at the moment. 

MR. WICKWIRE: In that area it is a question of 
price cutting as distinct from loss-leadering, is that 
So? 

MR. FITZPATRICK: We would choose to look upon 
it as being a stage beyond loss-leadering, to be per- 
fectly honest. This question of eee and the 
complete lack of definition leaves us a little out in 
the cold as to where we should start and where we should 
Stop in-G@iscus. sing it 

MR. WICKWIRE: Is it as much a question of 
definition of loss-leadering with you as a question of 
who is going to maintain more or less control over 
prices? 

MR. FITZPATRICK: I would say I explained the 
principle at the beginning, that the nature of our 
product is such that price cutting when that is in- 
volved, eventually leads to merchandising monopoly, 
and therefore we would prefer to be in a position 
where we can name a price and have it adhered to. 

MR. WICKWIRE: In that case, the case you have 
just ‘cited, control over the. price of the article re= 
mains with you, the manufacturer? 

MAR. PLTZPATRICK: You sayuit does? 


MR. WICKWIRE: In that case. 
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Mie PLIZPATRICK: Tam -sorry, im the case. I 
have just mationed? 

MR. WICKWIRE: You would prefer to name the 
price of the article? 

MR. FITZPATRICK: We would. prefer to name it, 
yes. 

MR. WICKWIRE: Then I say the control of price 
remains with you, the manufacturer. 

MR. FITZPATRICK: You say control of the price? 

MR. WICKWIRE: Yes. 

Mis SL PAPATRICK: Yes. 

MR. WICKWIRE: Again using the same instance, 
does that not tend to create a monopoly in the price 
of your particular commodity? 

MR. FITZPATRICK: A monopoly in price? We are 
eoncermmed about dealer competition, and I get back to 
the same statement again: We want to uphold dealer 
competition and create an atmosphere in which dealer 
competition can survive, and hence we desire the 
Drivilere of controlling price. in order to create that 
atmosphere. 

MR. WICKWIRE: Then that situation is just the 
converse of the one you mentioned this moming of a 
large outlet selling a great many of XK manufactured 
products, in which instance you suggested that he 
gains a monopolistic control over prices and that the 
meanuracturer 16 in his hands. I think you made. such a 
statement? 

MR. FITZPATRICK: Yes, I. suggested that, bub I 


do not see the converse. 
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MR. WICKWIRE: You do not say that the converse 
is true’? 

MR. PITZPATRICK: I do “nots sée the converse. 

MR. WICKWIRE: Well, if you set the price of 
your articles and you can choose which dealers can 
sell your articles -- 

Nits fc elOK: » Yes? | an ‘shore, those who want 
to make the profit but do not want to have to handle 
Libis 

MR. WICKWIRE: -- the price fixing factor is in 
your hands. 

MR. FITZPATRICK: I do not like this expression 
Mpviee Lagi, 

MR. WICKWIRE: Well, determination of the price. 

MR. FITZPATRICK: Determination of the price, 
yes. 

MR. WICKWIRE: That is a sweeter rose perhaps 
than’ price Ti xime, 

ME Vere RiChs © Lidid not. followeyotlm critics 
ism a moment ago that the example in Western Canada 
was the converse of the case that I cited. 

MR. WICKWIRE: Well, you suggested this morning 
that there was a danger of one outlet in an area com- 
pletely controlling the manufacturer in tmt area. 

MR. FITZPATRICK: Completely controlling the 
merchandising of his product in that area. 

MR. WICKWIRE: Yes, and you have identified 
the area this afternoon as Southern Alberta. 

Mi PATRICK: That 18 right, 


MR. WICKWIRE: Now, if that is the case, if it 
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should happen that one dealer can completely control 
the manufacturer or the sales of the merchandise of 
that manufacturer in that area, you suggest that he 
has a monopoly? 

MES PITZPATRICK: A merchandising monopoly, yes. 

MR. WICKWIRE: In other words, he has the power 
to control the prices? 

MR. FITZPATRICK: He has the power to control 
prices. 

MR. WICKWIRE: Under the system which you ad- 
vocate, you say that the manufacturer should have that 
power; so all I am suggesting to you on the question 
or loss-léeadering is, that it is perhaps not so much 
a question of definition of what is and what is not a 
loss leader but who will have the power to set the 
price. 

MR. FITZPATRICK: I will go along with that, yes. 
Our problem at the moment is this: It ig our product, 
it is our effort that has put it on the pedestal where 
it is. We feel that the setting of the price would be 
better entrusted to our hands rather then to leave ‘us 
in the position now where we are prey to the most un- 
scrupulous dealer in Canada. 

MR. WICKWIRE: Let me put this question to you: 
is there a possibility that the price of your article 
or commodity to the dealer is such that it permits 
loss-leadering? 

Wk. PITZPATRICKS “Ts the price such that it “per= 
mits loss-leadering? 


MR. WICKWIRE: In other words, that perhaps you 
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have an unrealistic spread between the price from the 
manufacturer to the retailer? 

MR. FITZPATRICK: There is a suggestion there 
that our prices might be out of line, might be too 
high in’@otal. 

MR. WICKWIRE: Which in turn opens the door for 
Pro cut tines 

View ote ne cces Eee your pare. ol would 
like to answer that in this way, that if we choose to 
price ourselves out of the market then perhaps that 
too should be our privilege. The force of competition 
would ring the death knell fheted But to answer your 
question more directly perhaps, I offered the comment 
this moming that the MacQuarrie Commission disclosed 
that the margins of profit involved in branded mer- 
chandise -- and I am not speaking of our lines speci- 
fically in this case -- are considerably lower than 
tirey “are "on non-branded lines. 

Mes WHITELEY: - Did not the Committee go on to 
point out that this was only to be expected? 

Mrs PITAPATRICK® I do not know that. Was there 
any reason for that? 

MR. WHITELEY: I believe both the MacQuarrie 
Committee and also the Lloyd Jacob Committee in Great 
Britain said that in their view the margin on-branded 
goods as compared with non-branded was not the test of 
the relationship of the margin on -the branded goods 
because they were the goods that people were buying in 
VOLUME « 


MR. FITZPATRICK: The branded merchandise was 
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the goods they were buying in volume? 

Nee WHITHLEY: » Yes, vend thererore 1b. waa not a 
reasonable basis of comparison to compare the margin 
on branded goods with the margin on non-branded goods. 

MR. FITZPATRICK: Is the suggestion there that 
it is obvious that the margin should be lower? 

MR. WHITELEY: On branded goods? 

Ma. BPLTZPARTICK: On, branded eocds. 

MR. WHITELEY: They were merely pointing out 
that you cannot compare the two. You were dealing 
with goods on the one hand which were moving in volume 
as against goods which had only a limited sale. 

MR. FITZPATRICK: The comment there which I 
might make is that the situation of the manufacturer 
is such -- I believe there is a suggestion there that 
lower prices could or should prevail. 

MR. WHITELEY: No, I think the point they were 
making was that that basis of comparison was not a 
valid one. There may be other bases of comparison 
which are valid but that particular one is not a valid 
basis in their opinion. 

MR. FITZPATRICK: I am sorry. JI have missed the 
ery J. Cannon AiLsous.s) <.t.. 

MR. WHITELEY: I merely throw that out now in 
case you have time in the interval between now and your 
next appearance to examine their views on this parti- 
cular point, because you were citing them as a reference 
for your argument, while I think that if you look at it 
BEAOsoly Vou Will Find 1b ig mot. 
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believe it was suggested that our prices could be out 
of jine in ths direction of being high, which would 
permit the dealer still to make a profit on the deal 
and to conduct the loss-leadering program. My reply 
was that our margins were narrower than they are on 
non-branded items, which I suggest helps one to draw 
the conclusion that the margin being less to play with 
Lhe Geaier 16 M0t ina position, you might say, to 
loss-leader. 

THE CHAIRMAN: But is there not a weakness in 
that example as a basis for an argument? On your 
branded goods you usually have a good deal of adver- 
tising and build up for those goods, do you not? 

Migr VAPATR ICE: Matis sent. 

THE CHAIRMAN: As compared with non-branded 
goods. In, ctuler words, by that means, and other 
means, part of the job which the retailer has to do 
for non-branded goods is done for him by the manu- 
fochiver toroush the publicity, ~enérad puild up and 
ef OWyuleL the manuiacturer, carries on. 

ies Leora RICk:)) ess 

THE CEATRMAN. If that is.so0, the problem of 
selling, and the effort of selling by the retailer of 
branded, goods, is Tea and you might expect that he 
would need a smaller margin and still be able to do 
business under those circumstances. 

MR SLUZPATRICK: .Vhose facts are quite truce. 
Frankly this gets out into the realm of where did the 
whole program start? I believe the Bureau here pro- 


vides some statistics in a general sort of way as to 
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dealers" operating expenses, and an analysis of those 
should begin to suggest a dealer's average cost of 
doing business and what his margin should bes To an 
extent there is the practical side of the problem too, 
which eee Gua Cem@iom ea abit iveand) ihe aie tri buter'!s 
ability to sell in a practical way and not become in- 
volved with an untold number of different merchandising 
plans. 

THE CHATRMAN: I think the point that 
Mr. Whiteley was trying to make as being indicated in 
the position taken by the two Committces was that with 
your branded goods, there is a larger volume of sales 
resulting not entirely from the work of the retailer 
but to quite an extent sometimes from the work of the 
manufacturer himself, and that consequently a smaller 
margin might very well be expected; and to compare 
the two merely on the basis that the margin on the 
branded goods is less than the margin on non-branded 
goods does not really answer the question. I think 
that is the point that Mr. Whiteley was trying to make, 
and it would seem certainly in many instances, that that 
would be true. You do not get a complete answer by 
Stating at. Pi tihae tora shion. 

Mes. GE UTAPATRICK se wh thinks qo See your ype. thi, 
but let us say that regardless of who is performing 
the function, whether it is the manufacturer, the 
distributor vorvihe retailer, aki the functions tet 
creating the mass market must still be performed, 
and therefore at some place in the price of the final 


product all the costs are reflected. In short, if our 
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96. 
price is out of line in a retail way ein the public 
will be the better judge of it. All these things 
that we do actually can bring a larger market, yes, 
but they will represent sizeable cost factors in the 
final price, of,.our product. 

THE CHAIRMAN : That is true, but they de not 
appear in the margin the retailer gets. 

Mike Sl Arar RL: “Not. mecessaru)y | no. bub J 
went beyond that to discuss it or I tried to discuss 
it in terms of the retailer, by suggesting that if our 
dealer's cost was high, so also would be the consumer's 
Gost, Out or ine. 

MR. WICKWIRE: My only purpose in suggesting 
that to you was that there might be an unrealistic 
Spread between the manufacturer's price to the dealer 
in branded goods, which in turn has opened the door 
Lo Peace CULL NE. 

MR. FITZPATRICK: That is not the reason 
actually why price cutting exists. Tai ni We 
discuss the problem in a proper light, the dealer who 
is using the product in this way in most cases is not 
concerned about making a profit when he sells it. 

MR. WICKWIRE: Perhaps we can put it in this way: 
there are 4 ob of reasons for price cutting, are there 
not? 

MR. FITZPATRICK: On our lines, I would say no. 

MR. WICKWIRE: But generally speaking there are? 

ME. PITZPATALCK +. i Would mather not. speak 
generally. Iwill speak only of Sunbeam. 


MR. WICKWIRE: Then you say that so far as your 
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own product, Sunbeam Mixmaster, is concerned, the manu- 
facturer's price to the distributor or the dealer is 
not an unrealistic one? 

MR. FITZPATRICK: I would say ish yes. 

MR. WICKWIRE: Now, you concur, I take it, with 
the submissions contained in the Canadian Manufacturer's 
Association brief? 

MR. FITZPATRICK: I would say it. was a most 
difficult brief to prepare because it was necessary 
there to attempt to put on paper the views of all 
manufacturers, and I must say, knowing our own problems 
and perhaps the peculiar nature of ey that it would 
be most difficult probably for many involved to support 
the views that might be contained therein. I would say 
possibly the majority might, but I think that part ay 
the total number would have a difference of opinion on 
some points. 

MR. WICKWIRE: Then is the brief the product 
of the executive or of the Association as a whole? 

MR. FITZPATRICK: Iam not prepared to answer 
that. 

MR. MACDONNELL: Yes. 

MR. WICKWIRE: Perhaps I should ask Mr.Macdonnell. 
What.do you suggest, Mr. Fitzpatrick is the measure of 
control which you would advocate? 

MR. FITZPATRICK: What do we want? 

MR. WICKWIRE: Yes, what measure of control? 

How far do you suggest that this Commission should go 
in suggesting a change in the existing order? 


MR. FITZPATRICK: We recommend in fact a return 
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toithe original positions I am speaking now of our 
own company, knowing our own problems where we are once 
removed. rome dee lem isootor sp caky~so\ tia t) IT cannot 
Suggest a direct connection with the dealers involved. 
I would suggest that we should have the right to mer- 
chandise our product in a fashion whereby, Tees dealer 
is desirous of conducting what we consider to be an 
unethical practice which damages our trade name, and 
therein would lie the method of detemining whether he 
was conducting an unethical practice or not, we should 
be able to control that. 

MR. WICKWIRE: YOu havea, Leariot Bhai but it 
bes Viole acluaiy Deppened) yet", hase? 

MR. FITZPATRICK: We have had many consumers 
call up the plant and suggest that they have very 
serious doubts as to the quality of the product which 
is being sold by the cut price operators. 

MR. WICKWIRE: But you also told us that you 
haversold more than you: did before; that because the 
customers you had were so satisfied with your product, 
they have told other customers to go out and buy them 
and they have done so. 

Mia ZPATRE Gon) Bhat: ie) quire trie bat se you 
were told that there was something wrong with the pro- 
duct you would hesitate to buy it today. 

MR. WICKWIRE: But that has not happened to you 
VEU. 

MRE Wir ZPaATRICKs * I say those dinstances: have 
happened, yes. Who is to say that if we had continued 


Without the complications of the present law our sales 
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volume would not have been double what actually it was 
last year? 

THE CHAIRMAN: Can you say, Mr. Fitzpatrick, 
that your sales volume might not have been eeey either? 
Can you draw either conclusion? 

MR. FITZPATRICK: I-wish thet factual evidence 
existed. Ido not think it can be contested that when 
a dealer who is supposed to be promoting the sale of a 
product, knocks that product, eventually the company 
concerned must undergo severa damage. Ido not see 
how that can be contested. 

THE CHATRMAN: If there are enough of them doing 
it, yes. I would say that if there were only one or 
two it might not be very serious to a company which has 
q@ great many dealers. 

MR. FITZPATRICK: In Toronto I would say that 
the bulk of at least one thousand dealers who before 
exposed and tried to sell Mixmasters are no longer 
interested in the Mixmaster market. It has boiled down 
to the operations of roughly five dealers in Toronto, 
fet us take the dealer's position, the small dealer who 
now cannot cut as deep as the big price cutting dealer. 
Iam the small dealer and my best customer comes along 
to me and says he wants to buy a fee sees so I quote 
Poe it he eS prices’. The customer may or may not 
reply; the customer may simply leave. I.may never know 
what that customer thinks, and that would begin to eat 
at me. But what happens in effect, and the dealer is 
finding this very fast, is that the customer simply 


leaves, goes down the street, contacts the price cutter 
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and buys the same appliance at a cut price, because it 
is identically the same appliance, and his impression 
of the dealer who quoted him the full price is that 
hetis am Obber,.and he says to himgelt, “Iwill never 
deal with him again”, 

THE CHATRMAN: I can understand that it might 
cause a great deal of trouble to your dealers. 

MRe FCEZPATRECK: «Yee. 

THE CHATRMAN: But insofar as this particular 
@uestion iis concemed, that is, the ,effect.of the 
legislation as you have said upon your sales volume 
IT am not so sure that you can give a categorical 
answer. For instance, you have suggested there is 
nothing to show that your sales volume might not have 
been double what it is now and then you ae ene to 
Say that in Toronto your sales have largely boiled 
COwnr bo amebter of Tive,or.six retailers,who, J 
gather from your remarks, are price cutting? 

Wig el DUAPATRICR:)  Pheatvis right. 

THE CHATRMAN: I do not know what the facts are 
but ig it not possible that those five or six dealers 
might be selling more of your products than all your 
dealers.did.~befrore? i do not know. 

MR. FITZPATRICK: Even if that were admissible 
you might say the point could be reached when the 
consumer would not be convinced by creative selling. 

I maintain that a price cutter is not creating any 
desire; the individual who is eee has been pre-sold. 
We depend in the long run on creative selling, that is 


creating desire to buy, and the price cutter will never 
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THE CHAIRMAN: Is not there one thing which he 
may-der-"i would Vike to geu your views on this. Prices 
which are regarded as standard sometimes are looked 
upon by people who have to watch their pennies as 
being rather higher than they can afford to pay. 
If they see what appears to them to be a substantial 
bargain they may decide that they can afford to buy 
it. Is it not possible that a great many people might 
reach a decision to buy based perhaps on what you re- 
gard as pre-selling because of the price cutting which 
certain people offer to them and which gives them an 
actual saving of their pocketbooks? 

ina FITSPATRIOK: Yés, thateis quite true. 

THE CHAIRMAN: Iwas wondering whether you have 
any information at all as to whether that has happened, 
whether many people have bought Mixmasters who most 
likely would not have bought them before, or not? TI 
think it is pretty difficult to get any evidence of 
that. 

MR. FITZPATRICK: Let me see if I can give you a 
figure on that. tT have not- the complete figure, but 
take the case of Macy's in New York City when Macy's, 
not completely monopolized the market for Mixmasters in 
New York City, but actually monopolized 56 percent of 
the market during a ten week period, and during normal 
times, the previous ten weeks period, they normally ob- 
tained roughly 3 percent of that same market. They had 
competitors in the price war, perhaps some three other 


major outlets, major retailers. Between the four or 







id 





ae ‘oval 






























iat ay Brit's nao Send Beals ve ca oe Seite vat 
\ i oa ay wie 0 " | ae ca f aa ent 5 ae 
\ hata ea a och moat 20° ‘pit eo a sadirwbe, gent At 


: . rv ri * 5) a 
ei ah wien we _ pay By A atone vi abn er ne 8 ae aii pat old eires sd 


a oe eke Ah 


a 
& 





af Pah } Ti Law 
hie, nisl 
p bg 4 ee 
‘re P| . fr f ts (ae 
jax tes g 6) teem ri 4 ate hee zoq 9 fort 42 nif che 
‘ +} re : - ‘ + i ; lian : , i 
BY he) & : \ : - : j Wie Le. 
‘ ae ' ‘ a ; " Nhe vie hi ry eet: we 
Le soy dba Od agadted kemed gad oe nokeeb s ase, 
oy, nw 0 Sk Cane Ewe Gt oe 
Aa hehe 4574 ate ee) Pre : iv beh ‘earned WiheS iL? a oS irh bree al a 
ooh hi fo oe : ne 7 
E 7 ; 4/1 
é _ ‘ fry om. fal , 
pis | Ce ee ee ree hy : Hes 23 od o & Lop ae | s og Ral 
‘ a iy 7 7 ‘ 

. ‘ i } ; r te a peas 5 [svugoe& 7 
ain) f us| oon? 2.4") On"; we Std | aa cue Vie . al 
ae 
: om 4 we wis rmoae iy 7 
; 4 hie o, B 3 eHey Od hd ae ad * Faire 
a ee ‘ - 

* ] . v ' 
ei 1s le ada 
a co) / k r My 7 ) HLS if aii > ne by ma wis yy 
‘al : uy 
a j 
Ae : ree ee Pee ee ot) “ 4] vy iy J : 
he : Berd es! adel PAL eS) Ce SH S48 2 Ny CAE EAT AAR 3 BE ; 
7 ( §- To eee © : * 

i } * \ : 
ie i iy — wo taTe to tn ee ye vor F a 
i oe lye antat oe HO: een areal oLgoOog Vike . a 
thy Wy Ta , A ‘ uy # - ' Wien | 


saa : ' plan ae baie Ad Py heal) 
a ES ere an yadt mats daagvod evel SO oslow eteius 
A i) Moh ‘ go * q J od “<1 t : 


' Wel 
: ‘ “AAS ‘ wae alk) Ph SEA 
Ai % A ryeyly f i is a nt ely att W Ye te ee Me T i A alag 
i ' ! 0 ate 
a ube eo kp..ikea T, Te aR Bae Re | ON PRESTR 4 Mls > mi) 
ce ee Centpak Pe Jot or. Bate wou pen Lo | al sii) itty rae al 
i ; ; f : tiny Fi my oh 
wi , . ‘ ; : we | - ee | 
ee eae coe te ee BO SAN Hee TE SOA, 2 RRS, See niet 
t - Wes, Weel abn i oo ; . i . ‘ | ce 
: : ay 
\ Fe 
on ear ies nave TT 4" bs age) of iF rf he shioqanal ¢fote tana, ana 
- oom ee lat oti ey i 
‘ pe ab rae at : ity 








co ’ a 


wey sry ee 
, nl buh ei hy is up 
| Bs | | “tay vy, od eb bisa eae nd ave” ‘a Bb th vaste bach . 


ae 2 ao oted iy: bositEogeiats ¥ Liaw 











9 hea - ty AN me 
adi ' j iN ; ‘ at han : ity sn 7 es ‘ ; » i 
a atone hana shia oe a tn aeog Ae ters ae 4 eon | 
ie fae ae f, a A ty ! e rae aa a ad ; Be J Aye ‘ 
, i) Wie ie 71 a 
ae, stom in ia avian -oowe ae a: 
' us " i ‘ y cy ni oF aye a ut 
| head seit, wi ity eae 


LOZ. 
five of them I believe they controlled roughly 74 per- 


cent of the market im New York City. Now the figure 
eludes me at the moment, but our company in Chicago 
was able to prove that the overall sales volume in 
comparison with other years in the New York City area 
was down over what it should have been considering 
other areas. That, wy the way, of (facuuai,;evadence, 
is removed from the scene but the circumstances are 
somewhat comparable. 

THE CHAIRMAN: Except for this fact that your 
total sales volume in your company seems to be up. Is 
it up with regard to the Toronto area? Would you know 
that? 

MR. FITZPATRICK: That example is an American 
example, and they have fair trade. ~LOuULSsay 26. 00ur 
Sa.esivolume up? 

THE CHAIRMAN: I am asking you this: your sales 
volume as a whole seems to be up. Can you say whether 
or not it is up with respect to the Toronto area where 
thas price cutting is going on? 

NE. BATAPATRICKS 4 We find. that.most, dir ia omit) to 
gauge, if not impossible, considering our methods of 
operation. 

THE CHAIRMAN: That is the distributors who 
handle the Toronto are also distributingto other dealers 
in other parts? 

MR. FITZPATRICK: For instance, White's Hardware 
distribute our appliances throughout the Province of 
Ontario, and there are others who probably go even 


beyond that area. Apparaitly the only factual evidence 
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that would provide any conclusion to my comments would 
be the fact that our sales volume head decreased, or 
perhaps it would be effective if figures were avail- 
ahle to suggest that the number of dealers involved 
was falling by the wayside like flies. I hope -that 
Will never, be Necessary, to supply such figures. I 
hope this neversgocs that far; that we will have such 
figures to provide. 

MR. WICKWIRE: Is there any evidence that any 
of them have fallen by the wayside? 

MR. FITZPATRICK: That any dealers have fallen 
by the wayside? 

MR. WICKWIRE: Yes. 

MR. FITZPATRICK: I would think that the Bureau 
here would be better qualified to answer that question 
than I am. 

MR. WICKWIRE: None of your dealers have. 

Miw SUTAZPATRICK: You see, we do not deal 
directly with the dealers. Our wholesale distributors 
are in a position to supply any dealer on their list. 

MR. WICKWIRE: But you must know who your dealers 
are, generally speaking. 

MR. FITZPATRICK: We have been linked with some 
20,000 dealers in Canada. If you say we know who they 
are by numbers, we have a rough idea; by name we have 
some idea Pe but to make a survey to know what per- 
centage of those dealers are falling by the wayside and 
then to prove exactly why they fell, I suggest is a 
Very opi ficult problem. oe we do suggest very 


strongly that this is a contributing factor. 
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MR. WICKWIRE: It might very well have been that 


some of them should never have been dealers, I suppose. 

MRAP ETAPATRICK Me That tes possiblethoo, but the 
fact remains that the law has permitted cutthroat com- 
petition in a price way, which most countries consider 
‘abhorent and nomally legislate against. 

MR. WICKWIRE: What countries? 

MR. FITZPATRICK: I would suggest that the fair 
trade laws in the States prevent cutthroat competition. 

MR. WICKWIRE: If I-may use the illustration which 
you used about Macy's selling your product, was that 
before the fair trade law was effective in New York? 

MR FITZPATRICK: There is quite a history -béhind 
that. 

MR. WICKWIRE: Was it before the fair trade law? 

Mie PALVAPATRICK: No; there was asformvek fair 
trade law, and for a while the non-signer clause was 
in question. 

MR. WICKWIRE: Macy's were non-sSigners, were they? 

MR. FITZPATRICK: Yes, and during that period these 
things happened. 

MR. WICKWIRE: And in your view that has been 
cured in New York State? 

Miser AVRICK: Vicaennotbuge on record as sqying 
ne no. I know that our American company feels 
re a great deal has been accomplished but to say that 
fair trade is the solution is something which I would 
not gO°,on record as Saying, no. 

MR. WICKWIRE: Would you go on record as saying 


that restoration of retail price maintenance was the 
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solution? 

MRL PITZPATRICKs vIn our estimation, for.our 
particular type of product, yes. We consider that we 
had a freedom there which the very nature of our pro- 
ducts requires. 

MR. WICKWIRE: Have you experienced any diffi- 
culties or troubles in any of the fair trade states in 
the United States with discount houses? 

MR. FLIZPATRICK © “Il-am not quelirled to; speak on 
the American picture except that I can provide this 
document for you, which is already actually part of 
the Commission eee which gives all the evidence 
that I know of with regard to the Macy case. I have 
no personal experience there. 

MR. WICKWIRE: So you do not know whether t he 
discount houses in the United States have been selling 
your products? 

MR. FITZPATRICK: Recently? 

MR. WICKWIRE: Yes. 

MR. FITZPATRICK: I understand that steps are 
being taken’ further to control their activities, but 
I think we all know that there are some loopholes which 
Have Led tovextensive Litigation in the States in an 
effort to uphold fair trade today. 

MR. WICKWIRE: Do you know whether or not there 
has been a very rapid increase in the number of dis- 
count houses both large and small, in the States? 

MR. FITZPATRICK: As I suggested a while ago, I 
am’ not qualified t6 speak on-fair praia ey and here T vam 


speaking on it. If the facts regarding fair trade are 
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desirable, I would strongly Alert a that the facts 
Be obtained from a body which is capable of supplying 
the facts. I am sorry but that is about the only way 
iL canivanswer thet: before I get out too faer.here, 

MA, WECKWIRE: Whenk you, Mr...Pitzpatrick;s, J have 
no more questions for you unless the Commission has. 

Mr. Macdonnell, I have just one or two questions 
GO ask you. Your brief suggests some measure of con- 
trol, and i ese yous 1 asked Mr. Penal ioe. what 
measure of control, do, you. advocate? 

MR. MACDONNELL: I can only repeat what I said 
this moming that we think a manufacturer of branded 
goods ought to have the right to refuse to supply a 
distributor who he finds is using his branded goods 
as a loss-leader. 

MR. WICKWIRE: Thats La: very tar chor of 
restoration of retail price maintenance. 

MR. MACDONNELL: Quite so. 

THE CHAIRMAN: Can you say how that would work 
out in a case like that of Mr. Fitzpatrick where the 
manufacturer does not deal with the dealer who is 
apparently the price cutter? How would he be able to 
refuse to sell to him when he does not sell to a 
dealer at all but merely to a distributor? 

MR. MACDONNELL: I think the position our people 
would take is that the manufacturer ought to have the 
right to refuse to supply, or to continue to supply, 
his goods, when those branded goods are being used 
directly or indirectly as a loss-leader. 


THE CHAIRMAN: You mean if he found that goods 
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in certain retail stores of his manufacture were being 
price cut, and if he had reason to believe that retail 
store was obtaining then through a certain distributor-- 

MR. MACDONNELL: He could cut off that distributor. 

THE CHAIRMAN: Cut off the supply to the dis- 
CrABULOrT 

MR. MACDONNELL: Yes. We have to go that length 
Sepik. 

THE CHATRMAN: Would not you need protection 
against rather arbitrary conduct there? 

MR. MACDONNELL: Well, we have considered that and 
we feel that the danger is not very great, because what 
@ Manufacturer wants to do is to sell his goods, and 
we feel that no manufacturer is going to avail himself 
of this right to cut off a distributor unless he feels 
that he. has extremely good reason. We feel that there 
Sentoeat Ssaloguard., ties, as LT ey a manufacturer's 
main reason for being in business is to dispose of his 
goods. 

MR. WICKWIRE: You do not know at this stage that 
evidence exists that he is not selling his goods under 
the existing legislation. 

MR. MACDONNELL: Well, under the existing legis- 
lation, our members feel that the situation is so 
chaotic that it has a bad effect on the business economy 
as a whole. 

MR. WICKWIRE: My point is this: is it that it is 
So chaotic or is it that your Association has fears that 
it might be chaotic? 


MR. MACDONNELL: Well, we feel that it is chaotic 
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now in certain areas, and we feel that under certain 
circumstances that condition of chaos might spread very 
widely. 

MR. WICKWIRE: And when you suggest some measure 
of control, namely the right of the manufacturer to 
refuse to supply a dealer with branded goods -- [I think 
you used the expression “sold as a loss-leader",. 

MR. MACDONNELL: Yes, that is right. 

MR. WICKWIRE: How far does the Association go 
in definining loss-leadering in the context? 

MR. MACDONNELL: Well, as no doubt you have in 
mind, we, think it passes the wit of man to define 
lose=icadering satistactori ly, for the purposes of 
putting a definition into a statute and using it as a 
means of curbing loss-leadering. We think that is 
One impossible, but we think, as 1 said a 
minute ago, that it is safe to leave a manufacturer 
to decide for himself when his branded goods are being 
used as loss-leaders. T hat is the only suggestion 
we have to make. We do not think there is any real 
danger in that tor the reason that, as Ivsay, a manu- 
facturer's main interest in being in business is to 
distribute and sell his goods. 

MR. WICKWIRE: At the conclusion of your brief 
you suggest that a manufacturer should have the right 
to refuse to supply a retailer who uses his branded 
goods as a loss-leader? 

MR. MACDONNELL: That is right. 

MR. WICKWIRE: Earlier in your prise namely 


in paragraph 5, you express the view that any attempt 
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to control the harmful effects of loss-isader selling 

by legislation would interfere with harmless and 
beneficial practices. Now, my question is: is there a 
danger that private control by a manufacturer of branded 
goods might also interfere with harmless and beneficial 
practices to the prejudice of the public? 

MR. MACDONNELL: We do not think so. For 
instances, when we spoke in paragraph 5 of the diffi- 
culty of defining loss-leader satisfactorily for the 
purposes of legislation for ‘ais control) wel had in 
mand Jaa sand) this mom ing, the casero a dealer who 
has made a bad guess and has got overstocked with a 
certain kind of branded goods, and what he must do if 
DeltusiO rv ye? iss GG ell ebhose woods. iow, we think 
that inva case of that kind, no manufacturer in his 
senses would cut that man off. I mean, he would 
recognize that that chap had made the sale of those 
branded goods at a cut price. 

MR. WICKWIRE: He would either have to sell them 
or £oO “nder, 

MR. MACDONNELL: Quite so, he would be forced to. 
We think that a manufacturer could be safely left to 
discriminate between that sort of case and the case of 
a genuine loss-leader where his goods are being, as 
someone said, kicked around and used to get people into 
the store so that they can sell other goods. 

MR. WICKWIRE: This is MyMlasitrquesta on: 
finally you make reference to the report of the Lloyd 
Jacob Committee. Can you point out where the evidence 


is that retail price maintenance is necessary for the 
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protection of the proprietor's trade and goodwill in 
his branded articles 

MR. MACDONNELL: You say can we point out cases 
in which the right to maintain price is necessary for 
the protection of goodwill?. Well, it seems to me that 


we are back at the same old point, are we not: we say 


"that if a branded article is sold at a loss-leader price 


that is damaging to the goodwill, to the reputation, of 
that article and the goodwill of the business. 

MR. WICKWIRE: Well, perhaps we are back at the 
Same old point that there are fears expressed that it 
will be damaging to the branded article, but my point 
iss do you, or does your Association know of any 
evidence or facts to show that it has been detrimental 
bO a branded article? 

MR. MACDONNELL: I am not in a position to give 
that evidence today, but various groups of ours, 
notably the electrical appliance people, will be putting 
in evidence of that kind. 

MR. WICKWIRE: I have one further question. 

MR. MACDONNELL: Excuse me: Mr. George has just 
mentioned the Ingersoll watch case. 

MR. GEORGE: I do not think that the Commission 
ManlUs any explanation of that, but it just occurred to 
me that that was an outstanding example of what can 
happen and did happen. 

MR. WHITELEY: There is some question as to the 
evidence In that case, I am afraid. 

MR. GEORGE: Yes. Perhaps that is a classic. 


MR. WHITHELEY: It is classic in the way in which 
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it developed apparently from the original watch, which 
was not an Ingersoll watch at all but was a Waterbury 
watch. 

MR. MACDONNELL: I have been in touch with one 
of ourugroups which -isisputting ina Lot of “evidence, and 
I think there will be concrete evidence along those 
Lines. 

MR. WICKWIRE: There was the question which I 
put to Mr. Fitzpatrick and which you rose to answer, and 
I am afraid I cut you off, and that was about your 
brief generally. Is this the brief of the executive 
of the Association? 

MRe MACDONNELL: Yes, this brief is put in on 
the authority of the executive of the Association. 

MR. WICKWIRE: The executive of the Association? 

MR. MACDONNELL: Yes. 

MR. WICKWIRE: Do you know whether or not that 
was after consultation with all the individual bodies 
comprising the Association? 

MR. MACDONNELL: It was after the matter had been 
discussed by Committees. It was first of all studied 
by a sub-committee and then a full committee, and 
approved; according’ to bhe procedure that is usually 
followed in the Association. 

MR. WICKWIRE: Is there some divergence of 
Opinion amongst your constituent members about the 
subject of loss-leaders? 

MR. MACDONNELL: Well, it is an Association of 


6,700 manbers, and obviously it is impossible to say 


nehat Oyoryobastuone iar lOO) percent. in: favour. 
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113, 
MR. WICKWIRE: Is there some substantial di- 


vergence of opinion among your members? 

MR. MACDONNELL: We have no evidence of that. 

THE CHAIRMAN: Mr. henomne tly I was wondering 
if you could assist us with one of the very difficult 
questions in the minds of many people connected with 
this Inu ey. You have referred to a manufacturer 
having the rigit, or rather you Have said you believe 
he ought to have the right and may safely be left with 
the right to cut off supplies where his goods are being 
sold at loss-leader prices. You have said it is 
PxURone ly, dat TliculLiybo Geiite a dhoss=eVeader, but) I am 
wondering if you would tell us what you, yourself, have 
in mind when you refer to the term ‘loss-leader™ or 
"loss-leader prices"? 

MR. MACDONNELL: I think in a nutshell it is a 
case where an article is being sold at a price which is 
fixed for the purposes of getting eiiete to come into 
Tis ew borey) Lu/Obhenm words ) thie prl.ceris mob lined 
from the point of view of making a profitable sale of 
that article at all, it is set with a view not to 
making. apron von iihatb article. bubsolelwitor the 
purpose of bringing people into the store so that pro- 
fits will be made on other articles which are being 
sold, 

THE CHAIRMAN: That would be what I would regard 
eo aifairl y striob definmiti on vot ja choss-beader.,) That 
ig Pelt bis réaliy avsale, maybe not at an actual loss, 
but for the purpose of leading people into the store 


in the hope that they will be able to sell other things 
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to those people who come in. That would perhaps ex- 
clude a case in which a retailer repeatedly or commonly 
sold an article for merely slightly less than what is 
Looked upon a8 the standard price; might it not? 

MR. MACDONNELL: Quite so, 

THE CHAIRMAN: It would scam to me it would 
have to be a fairly substantial cut. 

MR. MACDONNELL: Quite so. 

THE CHAIRMAN: But of course even then you 
would have great difficulty in proving what was the 
purpose that the dealer had in mind. Your suggestion 
Do take es is that thes decision, on thaw difficult 
question as to what was the purpose of the dealer may 
safely be left in the hands of the manufacturers? 

MR. MACDONNELL: That is it, yes. 

THE CHAIRMAN: Would you go so far as to say 
thet the position thet the Association really takes 
is that wherever a manufacturer's goods are being sold 
or dealt with in a fashion that the manufacturer regards 
as abusive and detrimental to the good name and sale- 
ability of the product, whether it is by loss-leader 
methods or otherwise, the manufacturer should be in a 
position to deal with it? 

MR. MACDONNELL: That -is right. 

THE CHATRMAN: Then your position goes beyond 
Gaerloss=-leaderrfisid inte, tre field of anyother 
activities waich would have a similar detrimmtal 
etiect om, ) che ipreducth? 

MR. MACDONNELL: Yes, but as I understand the 


law, a manufacturer already can do that; he can cut 
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| | ll4. 
OrfvVa*dealervil he finds that’ dealer going in for the 
practice of false advertising of his ae ciate’ or he 
Can cub“him off, 1 Suggést, if’ he finds 4 dealer giving 
atrociously bad service so that his product would get 
a-bad name in’ the eyes of the publicy 

THE CHAIRMAN: As a matter of fact, he can cut 
him off for any reason except those which are prohibited. 

MR.MACDONNELL: Quite so, and we think that 
Where heirands or, hei’has*rsasone to! belisve, as.I said 
this moming, that the reputation of his brand and 
product is being damaged and its future saleability 
threatened by the methods used by a particular distri- 
butor he should not be called upon to continue to 
Supply that dealer with his branded article to continue 
that practice, Which, “eas isay, is having the effect 
of damaging his reputation. 

MR. FAVREAU: If the Commission, without pre- 
judice to the position which may be taken later on, 
snould take the view onthe one hand, for instance, that 
the prohibition against retail price maintenance should 
be maintained but that on the other hand in the case of 
abusive use of loss-leadering practices, for example by 
@strimentally reducing prices of a given article, the 
manufacturer should be given the right to cut off 
Supplies -- if we should reach this conclusion, which 
is one of the conclusions in your report -- would there 
Bema>possibility, (or would vit be practicable to add that 
a manufacturer in such a case could only curtail or 
stop supplies after having made application in that 


respect and obtained leave therefor from some kind of 
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an.official Board, or authority? 

MR. MACDONNELL: We have not considered that, 
sir, and I am not prepared to give an answer far the 
Association. We will consider it.. At the preseht time 
our position is that we think the manufacturer should 
have the right to do it himself, without having to get 
the permission of the Board. I think my angwer must 
be that we would not approve of the requirement that 
the permission of some board should be secured. 

MR. FAVREAU: The difficulty might be that in 
Some cases the line of demarcation between what is 
detrimental, or what practice is really prejudicial 
and what practice is not prejudicial, might sometimes 
be very hard to draw; whereas if, Por emee eos one 
particular set of circumstances or practices was 
studied concurrently by both the manufacturer and some 
official authority, it might be easier to arrive at a 
more objective conclusion as to the really detrimental 
nature of the practice poe mec Ot 6 

MR. MACDONNELL: I can see the force of that. 

MR. FAVREAU: Mind you, I am not saying that 
Cibs~1S <2 conclusion whic. I have varrined,at myself , 
but, diam. merely, probing it. 

MR. MACDONNELL: It is a very interesting sugges- 
tion. I would suggest that one of the very reasons why 
people would not like that is the question of time. If 
a manufacturer finds that a dealer is using one of his 
articles as a loss-leader, and damage has been done, he 
wants to deal with it at Nien and I am. afraid that from 


his point of view that would be a fatal objection to the 
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requirement that the permission of a Board should be 
obtained. Of course, another point is the obvious one 
that it would be, we suggest, extremely difficult, or 

it might be in many cases extremely aifficult, to con- 
vinee a Board. One envisages argument on one side and 
the other and perhaps appeals and delay. I do not think 
that that would work. 

MR.sWHITELEY:» In Paragraph 114 of the Lloyd 
Jacob report, upon which your brief relies to some 
extent, the Committee reported as follows: 

"Tt appears to us to be contrary to the 
public interest for a manufacturer to 
use his power to cut off supplies in 
such a way as to restrict the growth 
of particular methods of trading, to 
impede the distribution by another 
manufacturer of competitive goods, or 
to deprive the public of the benefits 
of low cost systems of distribution.” 

MR. MACDONNELL: Yes. 

MR, WHITELEY: dnithe’ proposals as far as you 
put them forward they appear to involve merely the 
exercise of discretion by a manufacturer as to when he 
would deprive a dealer of supplies. I did not gather 
from your representations that you suggested any safe- 
guard which embraced any of the points that are men- 
tioned in the Lloyd Jacob report. Have you any such 
safeguards in mind? 

MR. MACDONNELL: I can only say that I think that 


the safeguard, as I tried to say before, is that the 
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manufacturer is not going to cut off a dealer or a dis- 
tributor unless he feels that the reputation of his 
article is being damaged. What you have referred to, 
sir, is of course another way of putting what we have 
here, that we have no'quarrel with the conclusion 
reached by the Lloyd Jacob Committee that arrangements 
which impose restrictions on particular goods are 
generally speaking to be regarded as an unreasonable 
restraint of trade. We accept that, but we still 
think -- I can only repeat it -- that manufacturers 
should not be required to continue to supply a man who 
is deliberately damaging the reputation of the goods 
by selling them at a loss-leader price. 

MR. WHITELEY: The difficulty I find with that 
is tht it is a matter of public knowledge that costs 
of distribution among various retailers vary widely. 

MR. MACDONNELL: Yes. 

MR. WHITELEY: The suggestion has been made, 

I think by Mr. Fitzpatrick, that as far as his parti- 
cular company is concemed, they regard any departure 
from a named price as a detrimental action. In that 
Paseghelere issnorilexibidity ateall, (You merely have 
Qnedpri.es. The suggestion put forward by the Lloyd 
Jacob Committee that the public should get the advantage 
of lower costs of distribution appears to be prevented 
ii chat: Ds ae type of control that the manufacturers 
are going to exercise. 

MR. MACDONNELL: One must not forget in all this 
that there is the element of competition coming in. 


It is not a case of one manufacturer having the whole 
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field to himself, LP think thet. Gaets ime) nutshell is 
the answer, that competition is the balance wheel. 

MR. WHITELEY: Where is the competition among 
the retei lers* of that, particular product? 

MR. MACDONNELL: Well, presumably there would 
be a number of retailers handling the product. 

Mie WHIP se Nes: bute ite they alli eel) as, the 
Same price, where is the competition? 

MR. MACDONNELL: You have got other things 
besides price; there is service and advertising. 

MR. WHITEIEY: The particular point to which 
I was relating it was the one in the Lloyd Jacob report 
regarding the advantages of low cost systems of dis- 
tribution. 

MR. MACDONNELL: Are you suggesting that if a 
manufacturer were given the right to refuse to sell to 
a distributor who was cutting the price all to pieces 
and damaging the reputation of the article -- what was 
the way in which you put it again? 

MR. WHITHELEY: I was asking you whether in your 
proposals you contemplated any safeguard for the public 
in regard to getting the benefits of lower costs of dis- 
tribution. 

MR. MACDONNELL: Well, you have got a whole number 
an retailers. handLing this,article; and one, of them 
undertakes to cut the price all to pieces. We say that 
the manufacturer should have the right to cut him off, 

MR. WHITELEY: The Lloyd Jacob Committee suggested 
there should be some safeguard that he was not cut off 


merely because he had lower costs of distribution. 
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MR. MACDONNELL: Merely because what? 


MR. WHITELEY: Merely because he had lower 
costs. 

MR. MACDONNELL: Because the retailer had lower 
costs? 

WR. WHITELEY: Yes, the mere fact that he had 
lower costs and therefore could sell at a lower price. 

MR. MACDONNELL: And you are suggesting that 
upon our proposal there would be the danger of a re- 
tailer who’ had lower costs, and therefore could sell 
avy o- Lower price; being cut Orr? 

MR. WHITELEY: Yes. What safeguard have you 
against it? 

THE CHATRMAN: Or being forced to sell at the 
higher price? 

MR. MACDONNELL: That retailer can get his goods 
from another source of supply. 

MR. WHITELEY: Not those goods. 

MR. MACDONNELL: He can get competing goods. 

THE CHAIRMAN: But, Mr. Macdonnell, if a retailer 
by some ingenuity on his part, or by a combination of 
that and good fortune, is able to handle goods at, we 
will say, 10 percent lower cost than his competitors, 
why should he not be able to pass that, or some of it, 
6m to the ¢onsiumer if he wants to do so, and thereby 
perhaps build up his own business and get still more? 

MR. MACDONNELL: That is a possible case I 
puppOsd, Gnd I°must say Lt is* a" hard ‘one oto seuwuns 
but I still say that is the sort of extreme case which, 


I say, does not invalidate the general principle that 
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the manufacturer should not be required to sell his 
branded goods tO, a retailer who is deliberately using 
them for improper purposes. 

THE CHAIRMAN: That is the sort Peaiceaien that 
Mr. Whiteley had in mind in asking you if you were 
considering any safeguards. 

MR. MACDONNELL: I must admit that we have not 
worked out any definite safeguard to deal with ee 
DuL LT ubink hate isa very extreme;) tare, sort “of case, 
and I do not consider that it invalidates our proposal. 

THE CHAIRMAN: Your position really is that that 
sort of situation would be pretty rare? 

MR. MACDONNELL: Quite so. 

THE CHAIRMAN: And not of much importance in 
the total field? 

MR. MACDONNELL: That is right. 

MR. FAVREAU: And I think you may add to that 
that if, one particular manufacturer should abuse his 
right to cut off too many of his distributors then he 
would wind up with the position where he would give a 
monopoly to one of his distributors and be at the 
Latter'!s merey? 

MR. MACDONNELL: Yes, quite so. 

MR. WHITELEY: That is coming back to Mr.Fitz- 
patrick's point. 

MR. FITZPATRICK: Mr. Chairman, as a partial 
answer to your question there may I say this: you 
made the remark that when e dealer through efficiency 
ereates certain economies, he should be oa Tyo you 


might say to give away those economies in the way of 
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lower prices; but generally speaking the attitude of 
the dealer in regard to being efficient is not that, 
The very nature of our competitive system is such that 
his incentive to be efficient is the greater profit in- 
paneeal. and generally speaking, he is not too interested 
in giving away the produce of his efficiency. 

Me WHATHIBYS A8ute surely it 1s) related to0..the 
volume. 

Maw POTZPaATRECKs) Leis: partiall yorelated to 
the. volume, yes, but therein lies the danger. Perhaps 
this is a dangerous statement, but earlier you asked 
for a deriniti onoof tlossaléeader, and -I would -like .to 
20 On Tecord “asusaying, sO Tar as our company is ¢con- 
cerned, thatvany break: in price is:a Loss-Leader as 
weraeelit. 

WR. FAVREAU: It is a leader activity; it might 
not be a loss-leader. 

Mk. OR LTAPATRICK s sLtivigye Jleader activity, yes. 

THE CHAIRMAN: Do not you mean that you regard 
that as a detrimental practice, not necessarily in- 
volving a loss to the dealer and not necessarily even 
being a leader practice but a practice which you regard 
as being detrimmtal to your business 4s a manufacturer? 

MR. FITZPATRICK: We would prefer to ask the 
question, when a dealer cuts a price on our merchandise, 
why does he cut? Perhaps many reasons ean be: consid ered 
as to why a dealer may cut prices, but we would prefer 
to be in a position where the dealer will have no 
reason to cut. I am going to suggest that we are pre- 


pared to accept a certain responsibility so that the 
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other conditions for cutting will not exist. We say 
that that leads to the orderly marketing of our pro- 
duct, upon which our product depends. I mentioned 
earlier the problem of the dealer who has to stock up 
Heavily ganic reante rests anduim his (ows interests, 
in order to sell Sunbeam appliances at Christmas time. 
If he does not stock heavily, the position may arise 
that many dealers are beyond our reach in the way of 
being able to move merchandise to them over night, and 
considerable sales volume therefore would be lost. He 
must therefore have confidence that what he buys he 
can seldeatra proprig (That as a problemythat: isa. bagic 
to our particular merchandise. At the moment the 
dealer has absolutely no confidence in Sunbeam 
appliances. 

THE CHAIRMAN: Well, Mr. Macdonnell, we wish 
to thank you and your delegation for the very careful 
presentation you have made today. I think a number 
of questions have arisen in respect to some of which 
you indicated that you would supply some further in- 
formation. It appears to me that perhaps you might 
wish to consider the advisability, at a later date, 
of making a further formal submission arising perhaps 
out of the discussions which have taken place here 
today, rather than merely answering the two or three 
questions about which you said you would obtain in- 
formation . It might enable you to give a more 
thorough treatment to the subject than by answering 
just those two or three questions. You might like to 


consider that and perhaps you will let us know in the 
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next little while whether you will desire to make sub- 
sequent representations. 

MR. MACDONNELL: I will take that up with the 
Association. 

THE CHAIRMAN: That could be done in the hearing 
ifs Montreal ony Toronto, or atithe Pinal. hearings,;in 
ee if we have completed our hearings across the 
country by that time. 

MR. FAVREAU: an we take it, ala eey er ae 
ths Gepunbeam-inbénds to Tide, ai brief; ifviounderstand 
the situation correctly? 

MR. FITZPATRICK: After my outspoken comments 
here today, they may decide not to. It was their 
intention to be vocal in Toronto. They have not sub- 
miptbed +a brief, as Eesaid before. 

THE CHAIRMAN: We have not yet received any 
formal notification, 

MR. PITZPATRICK: ney I am aware of that. 

THE CHAIRMAN: If they desire to do it in 
Toronto, it would be as well to let us know as soon 
as possible because there are a number of people to 
be sheared cin Toronto, 

MR. FITZPATRICK: I know that most of our views 
have been already submitted to the C.M.A., and I believe 
you already have notification of their request for 
hearing in Toronto, so it is a question of whether we 
can gather other factual information beyond their 
report, which would be of help to you. I have men- 
tioned our difficulties in compiling information. 


One thing which we consider is an important factor in 
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this program is that the dealer who, at the end of all 
DUT. Low the Man WhO pis @6ine to suffer, and suffer 
most probably. very, quiekly,,untortunately is in the 
position where he cannot subject himself to being 
heard at a proceeding such as this. In the first 
Die ce News Mon Cue litied Wand an the second .plece, 
from the monetary standpoint he probably could not 
Sr LOrd kits. I think that is a rather sorry situation, 

MR. WHITHLEY: There are, of as associations 
of dealers, some of whom have indicated their intention 
to appear. 

Wie PITAPATRICK:., Theres are, but, if I may add 
Ghis .L beve, found ih. most difficult, myself to express 
some of our thoughts on this problem. Perhaps I might 
offer this suggestion: some of these associations are 
growing stronger, and ries them are growing stronger 
Ghrougn force of circumstances, if J might be rather 
subtle. Perhaps five years from now they might be well 
gualified.in the way of having counsel and so on, but 
at the moment they have been somewhat negative groups 
who have not had to face an enquiry of this Pipe. and 
I suggest that in many cases, having personal knowledge 
BE sOme Of the people involved, they are nob fully 
qualified. 

THE CHAIRMAN: That does not apply to all of 
them. 

MR. FITZPATRICK: I know it does not. This is 
a very wide open observation for me to make, but it is 
a problem. 


THE CHAIRMAN : There are many organizations of 
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many years standing, and I know there is a good deal 
of interest in this matter. 

MR. FITZPATRICK: I know that most of them are 
extremely concemed about presenting themselves before 
your Committee. 

THR CHAIRMAN: That is a matter they will have 
to decide for themselves. 

MR. MACDONNELL: My information is that the 
final hearings will be in Ottawa. I do not know 
whether you can give us any indication when that will 
be. 

THE CHAIRMAN: We cannot fix a date yet. It is 
difficult to say when we can complete the hearings 
across the country as yet, because new requests for 
hearing are coming in, and we may have to visit some 
Cites that we have not yet covered, but we anticipate 
that very likely it will be by August. 

Then the hearing will adjourn at this time 
until ten otclock tomorrow morning. 

--- Whereupon the hearing adjourned at 3.35 P.M. until 
TO. O0 Ries  oniredeayrs 20th May Va ooy, 
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Thursday, 20th May, 1954. 
-~-Upon resuming at 10.00 A.M. 
THE NATIONAL COUNCIL OF THE BAKING INDUSTRY 

Represented by; 

Mr. A. May (Managing Director) 

Mr. W. D. Heagle (Chairman) 

Mr. G. Cs Morrison (Vice-Chairman) 

Mr. G. Ge Anglin (Director) 

THE CHAIRMAN} The first presentation today 
will be by the National Coungil of the Baking Industry, 
and I believe that Mr, May will be presenting a brief 
for thems 

MR. MAY: Mrj Chairman and Messrs,Commissioners, 
we have a delegation of three, Is it all right for them 
ta came forward? 

THE CHAIRMAN: Yes. 

MR. MAY: The first is Mr. Walter D. Heagle, 
Chairman of the National Council; then there is 
Mr. G. C. Morrison, Vice-Chairman of the National 
Council and Mr. G. GeAnglin of Saint John, a director 
of the National Council. 

THE CHAIRMAN: Perhaps you gentlemen would like 
to sit at the table so that it will be convenient for 
consultation. 

I think perhaps, Mr. May, it would be best to 
commence with the reading of the brief, and for you to 
make any comments as you go along which you desire to 
make. Then following that, Counsel for the Commission 


or menbers of the Commission probably will ask questions 
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for clarification and to ascertain exactly what may be 
your point of view on any matters which are not quite 
clear from the brief itself. 7 

MR. MAY: Mr. Chairman, with your permission 
our Chairman, Mrs Heagle, would like to open with a 
few introductory remarks. 

THE CHAIRMAN: Very well. 

MR. HEAGLE: Mr. Chairman, and members of the 
Restrictive Trade Practices Commission, we of the 
Bakery Industry of Canada appreciate this opportunity 
of presenting to you our experience as affected by loss- 
leader selling. Our experience in dealing with loss- 
leader selling indicates that the practice of loss- 
leader selling and the buying practices which it develops 
constitute a very real and serious threat to the general 
economy of our nation. We are confident that your 
committee will produce a proper and productive solution 
only if sufficient factual information is presented to 
you for your serious and constructive consideration. 
Sufficient factual information is not going to be easily 
or quickly obtained by you because of the following 
reasons: the people who, for the most part, should be 
giving you factual information are handicapped. First 
of all they feel incapable of presenting their case 
Satisfactorily; secondly, they are fearful of reprisals; 
thirdly they have a frustrated feeling that the pre- 
senting of evidence here is hopeless; fourthly, an 
organization concerned with this problem of loss-leaders 
is almost certain to have in its membership, people who 


are using the loss-leader selling tactics. 
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Before examining the -probiems created "by Loss-= 
leader selling, we must understand and answer three 
basic questions: first, what is the purpose of a 
business or industry; second, who does a business or 
industry consist of and who are adversely or construc- 
tively affected by its actions; third, what factors 
generate the energy which develops a strong and pro- 
gressive national economy. 

The purpose of the bakery industry is twofold: 
first, our job is to provide the Canadian people with a 
considerable variety of bakery foods efficiently, of 
good nutritional value, and in a form that the consumer 
will enjoy eating them at a price made possible by 
capahle,aggressive operations. The second part of our 
job is to operate our bakeries in a manner so that we 
will provide the maximum towards our national economy, 
as an industry. ‘In the business of every bakery we 
now have five partners, each enjoying privilege, res- 
ponsibility and opportunity. These modern-day partners 
consist of: one, the consumers; two, the suppliers; 
Siree, our labour; “four, ‘tis government; “and five, 
capital or ownership. These five partners in co- 
Operative action create the well-being and the standards 
of living for all the people of our nation. The striving 
for personal satisfaction and profit by the individual and 
corporation is the generator of energy which develops a 
strong and progressive national economy. 

It is the duty, I am quite sure, of your committee 
and we bakers to provide a solution to this practice for 


which I believe the term "cheater leader selling" is more 
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appropriate than the term "loss-leader selling”, which 
will encourage and assist the industry in efficiently 
and fairly doing its twofold job of serving the public 
faithfully and contributing ste full share to the 
nation's well-being. 

I thank you, gentlemen , for this opportunity 
of speaking, and now Mr. Arthur May will present our 
brief. 

THE CHAIRMAN: Thank you. 

MR. MAY: Mr. Chairman and Messrs. Commissioners; 
this brief is submitted by the National Council of the 
Baking Industry, which is the only national trade asso- 
ciation of the baking industry in Canada. Its member- 
ship is comprised of regional - provincial - and local 
bakery associations - as eters of individual baking 
companies from all parts of Canada and all sections of 
the industry. The total sales of our members are, we 
pelieve, equal Go not less than eighty percent of the 
commercially baked bread and other bakery products in 
Canada. 

A committee officially representing the National 
Council of the Baking Industry appeared before the 
Committee appointed to study Combines Legislation in 
1950 under the Chairmanship of the Honourable Justice 
Je HeMacQuarrie. A substantial part of the brief which 
we filed with this Committee dealt with the use of bread 
as a loss leader - and the monopolistic trends in the 
Canadian baking industry that we believed this practice 
was accentuating. 


We concurred in the conclusion on loss-leader 
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selling reached by that Committee -- that: 
Weeneethe loss-leader device as.» 
is a monopolistic practice which 
does not promote general welfare and 
GHe Terrors ».cs..s 16 NOt, compatable 
with the pnblic interest.” 

We were therefore disappointed to learn from 
the interim report that the Committee did not regard 
loss-leader selling at that time (October 1951) as 
being serious or presenting “any immediate danger", 
Whatever might have been the extent of loss-leader 
selling within the many industries that were reviewed 
by the Committee - the baking industry was, at that 
time - and had been for years - in the throes of an 
almost permanent loss-leader selling condition that 
was then - and continues to be - of a most serious 
nature. 

The baking industry is one of the very few 
businesses in Canada that, each succeeding year, sees 
fewer establishments still in business at the end of 
the year than there were at the beginning, - as the 
following figures show -- and these show a total of 
baking establishments in 1936 Of 3,231 declining by 
Oe. CO Ne yoo. I may say that the figures for New- 
foundland are included since 1949. I took the trouble 
to check with the Dominion Bureau of Statistics to see 
if there had been any change in the method of determining 
them over the 15 year period and they said there had 
not, with one exception that since 1950 they have in- 


cluded department stores who operate their own bakeries; 
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but apart from that the figures are based upon a con- 
Sistent method of determining the number of bakeries 
in Canada. 

MR. FAVREAU: You do not have figures for the 
actual number of bakeries for which Newfoundland accounts? 

MR. MAY: No, but if I was to give an estimate 
it would not be any more than about 15. 

MR. FAVREAU: Twelve or fifteen? 

MR. MAY: Fifteen or twenty, that would be 
about right. 

The only interruption in the constant decline in 
the number of bakery establishments in Canada is for the 
years 1946-47, which was undoubtedly due to many veterans 
on discharge from the services going into the business 
at that time - after which the decline was resumed and 
at an accelerated rate. 

During this period sales of bread and other 
bakery products increased from $78,535,333 in 1938 to 
S200, 181,410 in 1952. A substantial part of thie in- 
crease is due to the general rise in prices which 
Cccurroce. Ulu Eliseo Lids due, Of ‘Colmee, to. Lue ineresse 
in population and to the improvement in the general 
standard of living. 

Over this fifteen year period this country had 
experienced a sustained period of expansion and prosperity 
without parallel in our history. Yet, withal, while 
dollar sales increased 331 percent -- the number of bakery 
establishments declined 20 percent. 
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year. Buu-the result, nevertheless, is a net loss of 
some ‘700 establishments. 

One of the most important contributing factors 
is the increased mechanization of bread baking that has 
been very marked over the past two or three decades. 
While such changes bring increased efficiencies and 
lower manufacturing costs -- because of the relatively 
higher capital outlays required to finance them -- and 
the large volume of business necessary to support their 
successful operation -- they do have a tendency to make 
large bakeries larger still. 

However, we firmly believe that another major 
contributing factor to the high rate of business mor- 
tality is the effect of the extent to which bread is 
used as a loss-leader. Whatever may be the motives of 
those who employ bread as a loss-leader, we believe 
there can be no doubt as to its predatory effect. 

The particular examples which follow deal with 
three typical loss-leader practices. The examples and 
Supporting data are taken from the Provinces of Ontario 
and Quebec. However, similar practices are prevalent 
in other parts of Canada and all of them occur in varying 
degree from the Maritimes to the West Coast. 

The usual selling price of a standard 24 ounce 
loaf of uni CERES in chain groceterias today in 
Ontario and Quebec is fifteen cents a loaf. The usual 
price for the same loaf in independent grocers and by 
bakers in their sales direct to the consumer is nineteen 
cents. 


Some independent grocers, through co-operative 
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buying, do obtain bread which can be sold at fifteen 
cents in competition with the chain groceterias -- but 
this condition is limited to a few areas and is often 
conditional on a limited supply of the cheap bread, and 
very often the sources from which such cheap bread is 
available to the independents are precarious. 

However, Lor allcopractical purposes, "it should 
be accepted that the difference in price between chain 
eroceterias, om the one hand, and independent grocers 
and direct selling bakers, on the other -- for 4 stan- 
dard 24 ounce loaf of white bread -- is that between 
fifteen cents and nineteen cents, respectively, or four 
cents per loaf. 

in the recently published material on loss- 
leader selling compiled by the Director of Investiga- 
tion and Research, there is included data as to the 
relationship of prices between chain groceterias and 
‘independent grocers. For all the products listed, the 
comparison is shown as follows: - 

British Columbia (229 items) an 
index of 100.0 for the Independent 
Gnocenr "spriecs and. .an index of 
Gie/ Lor the Chain Grocetverias" 
prices. 
Opsarion (l/h Ltems) san index of) 1000 
for the Independent Grocers! prices and 
an index of 95.9 for the Chain 
Groceterias' prices. 
Quebec (115 items) an index of 100.0 
for the Independent Grocers! prices and 
Smiandes of 926 for the Chain 
Groceterias. 

Bread is not included in any of these tables as 


a separate item - in fact, it is not clear whether it 


is included at all in the B ritish Columbia or Ontario 
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data. Im the Quebec data, bread is included as "bread 
end sbiscuite" «in a.group,of nine items. 

The one bakery prod uct that is permanently used 
with some element of loss-leader in the price is the 
standard 24 ounce loaf of white bread. On the basis of 
the 19 cents per;ioaf for independent grocers and direct 
sales by bakers, and 15 cents for ’'the chain groceteria, 
the comparable data for bread should read as follows: 

"An dndex of 11.0. for Independent Grocer 

and diarecy bakers' Salés and an, index 

of 78.9 for the chain groceterias.” 

pheretore, time, average, selling pricevfor all 

goods sold by chain groceterias is 4.1% less in Ontario 
and 7.4% less in Quebec than the average selling price 
of the independent, grocer. Bread, however, issold for 
21.1% less. 

In comparison, cigarettes - which already are 
under consideration in this matter, - in Ontario - have 
a general price difference between chain and independent 
mere hante, of 33) Gents, t0.30 cents, per packet, of, twenty, 
mbaien) SHOWS vom the basis of 100.0 for the independent, 
a chain store index of 90.9. 

We submit that these comparisons justify the 
eonclusion that this 21.1 percent lower price for bread, 
compared to a 4.1 percent and 7.4 percent average lower 
price for other foods in Ontario and Quebec, respectively, 
results from the practice of pricing bread - to some extent 
at least - for use as a constant loss-leader iten. 

There igs undoubtedly a high degree of efficiency 


in modern chain store merchandising. It is equally true 
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Chat =the Dolerius CP -Lhis*etrichency are, by and ‘large, 
passed a to the consumer. The Canadian Baking Industry 
most certainly has no desire to see any Limitations of 
any kind imposed on the legitimate growth and extension 
of chain stores nor to see modified in any way the 
benefits which the public does derive from them. 

Nor are we suggesting that the price of bread 
in chain stores should not be lower than for other 
types of distribution. Whatever efficiencies are in- 
Herren “iy moder merchandising have, of course, every 
right to be reflected in bread prices. But we are con- 
vineed that the existing 21.1 percent price difference 
is greater than can be established on any proper basis 
of cost considerations. 

It is probably impossible to demonstrate 
accurately, statistically, to what extent the element 
of loss in this 21.1 percent price differential does 
damage the baking industry (as well as the independent 
grocer). The following example illustrates what happens 
when a new super market opens in an urban area already 
served by bakers and independent merchants. 

in’ October 19533, one or the large chain groceterias 
opened a new wptore in London. This store burned down 
Bic three months later. Here is what happened to one 
baker's sales in the area on a before - during - and 
after comparison: - the average per week six weeks prior 
to the store opening was 1,456 loaves, which dropped to 
oG3 for the six weeks period while the store was open, 
and the rose again to an average of 1,438 six weeks 


after the store was burned down. 
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136), 
The salesmen's earnings six weeks prior to the store 
opening were 370.97 on an average, and they dropped to 
$67.14, and then rose again after the store was out of 
business to $70.34. 

The average weekly decline in sales was 8.45 
percent and the average weekly decline in salesman's 
eamings was $3.83 per week or 5.46 percent. 

IG if MOGs To. be argued that alk ytnice oss of 
sales by the baker is to be attributed to whatever 
measure of loss-leader pricing was in effect for bread. 
People in the immediate neighbourhood might well adopt 
the habit of buying bread from the new store, although - 
all else being equal - the housewife would probably pre- 
Ret esGOoane, oS Product that as Looe ppurncheased as: ire— 
quevuly, ae does, bread delivered Loser nome ian vo .be 
running out to a store every day to buy it. 

ALSO, SO0Me vant .of the loss, ofyvsalecwpy tie 
baker would have occurred on the strength of wht would 
be a justifiable price difference for bread bétween the 
Store in question and the baker's delivered price at 
the home. 

Notwithstanding considerations of this kind, we 
believe it is indisputably a fact that some part of the 
loss -- and probably a substantial part of it -- was due 
to whatever element of loss was included in the price or 
bread. 
| Until recently, in Ontario and Quebec, with minor 
and usually short-lived exceptions, the use of bread as 
a loss-leader was confined to whatever element of loss 
determines this four cent spread. Lately, however, loss- 


leadering of bread has been extended. 
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Firstly, it has become a fairly common 
practice to give away up to thousands 
oflLoaves ol “pread “on the occasion ‘of the 
Opening of mew “super Markets, and’, on 
other occasions, with others who compete 
in the same area usually following suit. 
Secondly, there has developed a 
condition of sporadic’ selling of bread at 
further substantial price reductions. 
These outbursts also are invariably joined 
in by competitors in the areas in question. 

The prime objective upon the opening of a new 
Wsuper Market’ 1st! of course, “vo achieve the me ximum 
customer traffic as quickly as possible. Opening pro- 
motions usually include “give away" attractions that 
frequently run the gamut of the durable goods field, 
Often there are included in these "give aways" food 
items which also often are in the form of giving away 
bread up to many thousands of loaves. Here is a typical 
instance of one such free bread campaign: - 

In Brantford, a new super market was opened in 
November 1953 with considerable fanfare including “give 
aways". which developed until, according to -our infor- 
mation, the two chains operating in the area -- over a 
period of about four weeks -- had given away upwards of 
six thousand loaves of bread each. 

The following shows the immediate and apparent 
lasting effects of this free bread campaign on two bakers 
who distribute bread in Brantford: 


The figures are there and I will read the summary: 
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The average weekly sales for four weeks before 
the free bread were 19,491; during free bread the 
figure was 18,749; after the free bread stopped for four 
weeks the average was 19,341; the average loss. to -the 
baker while free bread was available was 6.25 percent, 
and the apparent permanent loss to the baker was 2.76 
Percent. «Jina 19 for bakery, Nowe 2s 

As regards) bakery No. 2, operating 19 routes, 
their average weekly sales four weeks before free bread 
were 28,920; during free bread they were 26,325, and 
after the free bread stopped they were 28,368. This 
baker operates throughout the entire City of Brantford 
and the surrounding rural areas. The five routes most 
affected by the free bread are as follows: - 

Then the figures are, set out for the five routes, 
and they show that the average loss for the five routes 
while free bread was available was 11.9) percent, and 
the apparent permanent loss 9.18 percent. 

The five routes most affected show the following 
comparison in salesmants earnings: -- and again the 
figures are set out for the five routes showing an average 
decline in earnings during the four weeks when free bread 
was available of $3.91 per week or 5.77 percent, and the 
average decline in earnings four weeks after free bread 

was $4.24 per week or 6.26 percent. 

There is a considerable additional loss to the 
bakers who are affected than just the immediate am 
permanent loss of sales. Bread is a perishable food. 
Bakers have to estimate with reasonable accuracy their 


customers' requirements beforehand. Often these free 
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bread campaigns are announced too late for the bakers 
already serving the areas to adjust their forecasts. 
Tae Cesult is an inerecasse an unsaleable stvales, 

Nor should the immediate or apparently permanent 
Sales losses be regarded as not very substantial per- 
centage-wise. This sales loss pattern will be repeated 
in some measure every time a free bread campaign is 
promoted and the cumulative losses eventually become 
damaging beyond repair. 

Thera ent, this is as good a place as any to 
indicate what the decline in the number of bakers means 
Within a@ Single cCruy. 

In 1938 there were operating in Brantford and 
immediate area 13 bakers. Today there are only 3 bakers 
who operate plants in the game city. Considerable 
Quantities of bread are now shipped in from outside 
plants. 

In addition to what we regard as a permanent 
loss-leader selling of bread at the four cents per loaf 
differential - a.practice is becoming widespread that 
represents even more Lethal predatory price-cutting of 
bread prices. 

A typical example occurred in January 1954 in 
Montreal, which the Director of Investigation and 
Research reported upon yesterday. The situation began 


with a leading chain offering bread - in full page and 


half page advertisements - at nine cents per loaf unsliced 


and ten cents sliced. This was a further cut of five 
cents per loaf which resulted ina price 47.2 percent 


lower than the normal selling price of the independent 















cd teidaspedue ane Re: c 
“padsayor "ak Dee ce gag Saha “netsh alte 4) ts ‘ a 
aE sibiigase6 bedi sae i ‘no qiave: obithen antl ae 7 ; 
Aibendd ute aiiie rhyme Somme oohiente wat ‘pas ‘be sonong « 

| Ws tes “ eabeaer sxoyed sats 

| Gd YAR. ce eoliAh Ss bots + ei lay. evEtatneb Boo rou on 
ae eee eared YO veil oad at éattogs’ oad Sade cause 
ae . | | i Pe wetto ofits a et ‘ 










i} 


ust with tarede Bere enue Beeu at i 


ane.” Beaded FY bid oe eee On: .ate a EL Bete oo cpa 





. a ¥ by y 
AP Toa x elie Yer bd wits.) ee +h ay sah ay os esnbha ea Bago OaW 
"A 






_ ae BOLT: ATR A a bade hae won ete Pere to" ‘eoreNinaue 
Pires. 






Heian oko Se Sie ow d Vedi log note Lobe ar 





Teal msg HSMve: TR TORE Peaes Ee yas toe ibeteaeat 


Pees Geerabetl ) giliagomh gt Jat Four a ™ ca tsartotani @ 








~ 


1 grkiduo soo iva WRG TE ladda lL: Shoe meee eineesaree . 


: i aes 


NE DEBE Vi see! obo erepwo ofcmen’ heer Ae ae 


7 









u 


‘bas Be bi ayte erei All BOT oo TT wee soba ebay Loomis 
a ‘a 4 | 


say of ae id mate MIT ‘eRe cor Re: Hose ges, 1H" iow ao 









fe ania at ie ‘peute phat teil: acini | st 


a 


Lay ode sie! ‘ee ahha ob Pin > ei nance lateves Ce : i 
1 as Td io 0h) 4 oy elit Vnasbie a2 nee: ast 





| Siena ce herwaae ts at stihist ged dat Har reo ee vs 


140. 


grocer and direct selling baker. Competing chains and 
many independents immediately followed suit and this 
price condition continued for about a week, although 

it continues to this day among some of the independents 
-- who probably are still smarting from the impact of 
the initial price war. 

This, of course, is loss-leader selling beyond 
all question and within any definition of the term 
"“loss-leader", 

Incidentally, we recognize the difficulty of 
laying down a definition of the term "loss-leader* that 
is applicable to all trades or products. The baking 
Industry. We. Deliieve,, regards the term “loss-=Leader” 
Lor bread and, other bakery products as a price lower 
than a full recovery of all costs - both for baker and 
the merchant - plus a normal average mark-up. Excluded 
from this definition is day old bread and staling bakery 
products which are reduced in price for. immediate sale, 
although this can become part of the permanent loss- 
leader condition if more bread is ordered than it is 
expecued wll be sold. before stealing, wor the éxpress 
purpose of using the staling product in "bait"® selling. 

The National Council of the Baking Industry 
arranged for an independent survey to be made by Gruneau 
Research Limited in an attempt to measure the effects 
of this particular Montreal situation. 

The results of this survey were forwarded to the 
Director of Investigation and Research. Inasmuch as 
this was tabled in the report which Mr. MacDonald pre- 


sented yesterday, I think I will omit reading it at this 


Ag , *) q Bp i's ’ x 
7 are ute oe wh 


“ ie ae 


eiay i re 


e ar iy i 


al ane rat 
ad 


ods a aie vagaaiat “a 90 s, 


fe! 
| 


feo a Reeth: Sia ea japtin aes a8 


Nia! 


ht eR ‘iehller eset oh. sbetaae 2 te big vin ie a 
he One ee ye te ae me 
, ae ie atrubesiaeont 
easy stanodo, av. v ithe snes fan ne 
ih nega ald FO sont tal ted, s AvOb: SANG 
4 ARAN rg “0 webats ute ad. aidaattaae oF ¥ 
nk gee age pbtagee soe tted, a qed 
rity ; ah: BeBe peri, egal Aen 30 han, bawite TOR 
mop. sou + Haat Gk Les es YsEvouer fin? é ned 
+ CEA isa aes TS SO @ ealg is Sagtones any - = 
feed bile yas at dptkeaohen etat pont ; be 
af Aeoubet ota Mat due don Boag, 
bo. dete ROSES 189 ei ad sauodsis’ a 
eh by woud #oa * to betbn e9 nobaol” 
oted biog .ed Li tin beaeega | 
ag” mt pee hong eld Ree ef? sinted “ho peng tg 
yidenta qi Sele Bhd 2D I ahuiiabis | Lonotsee BAT | 
Ty, 44 ‘ebay, id a ar rey) hee antag bat na to, hugaare, ; 
Pic yabhan ont bryRoas o? hate A ae of bat bat doaeoees 


| 


GAR aN uP nati 1eéLuobire: eb 


gti oF vopaaensn arton arse a) = ile Ua) et iusen, oat 
Caer amen i aurgocet ee oa Heal acayit) to states 
geil pease sia pone preniaes9 At ae to 


= 
aye 


i" 





141. 
time and I can go on to the middle of page 1h: 

It is very difficult to measure accurately 
LeSuLeS of) particular price cutting situations. Other 
LeChore . such as Weguher COndltt one, 6be,, are always 
present that might modify apparent conclusions. But 
bakers are in no doubt as to the fact that they invari- 
ably result in substantial immediate loss in sales and 
that these lost sales are never fully recovered. 

Instances of this SOnt of price slashing sre 
becoming more common and have occurred from time to 
time in the principal cities throughout Ontario and 
Quebece Here is a second example. 

On March 12-14, 1954, the two large chain 
groceterias operating in Chatham offered regular white 
bread at twelve cents per loaf with the following 
pesult. for .one baker: ‘ this. gives the tctal for his 
H, COuUbes n be Chatham district... wil not read 
the fieures, but the effect was a loss in sales of 
H41 loaves per week-end -- this was a week-end study -- 
Clive. 5. sverceny, Of Which 15). loaves, per, week-end .or 
en), .wercent Was recoversd after nomal prices were 
restored. 

The examples given here.are not selected examples. 
They incdude all the data furnished by each baker sub- 
mitting figures. They include the data for all who were 
asked to supply data. We believe the examples are typi- 
cal and would show a similar pattern for all bakers 
operating in the areas in question. 

We have not included in this brief copies of 


typical advertisements covering the loss-leader practices 
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which we have been referring to. Bue “une practices are 
sufficigjmtly common to be the subject of newspaper 
advertisements across Ontario and Quebec by the score 
every week. 

We are of the opinion that the drastic reduction 
in the number of bakery establishments over the past 
many years stems to a4 very large degree fromthe use of 
bread as a loss-leader -- and particularly from the 
present four cent spread if its equivalent in the past. 

Weave further convinced that ar uke additional 
loss-leader practices of free bread campaigns and 
Sporadic additional drastic price cuts are not stemmed, 
the rate of mortality in the baking business will in- 
crease. The repetitive use of these two predatory loss- 
leader devices is beyond the capacity of most independent 
bakers to cope with or to survive, when added to whatever 
loss factor is contained in the permanent four cent 
Spread. 

Beead us, Of (course, an ideal loss—lLeader i, 00d 
item. it has to be purchased frequently -- usually daily. 
13 is a standard product with a well known selling price. 
Cub prices for bread are readily recognizable as a bar- 
gain. The objects of the use of a loss leader undoubtedly 
include: (a) to bring customers into the store to avail 
themselves of that particular bargain; (b) to induce 
sales of other goods on which a profit is made (and it is 
reasonable to assume that whatever losses are incurred in 
the sale of the loss-leader item will be recouped in the 
sale of these other goods which might well be priced 


higher than would be necessary if no loss-leader items 
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were sold); and (c) to create the impression that all 
goods sold by the merchant in question are equally a 
bargain -- which, of course, is impossible. 

We further believe that it is this ideal nature 
of bread as a loss leader that leads chain grocers to 
go into its manufacture on their own account. Recently, 
the United States Department of Justice instituted a 
civil anti-trust suit against the largest of the U.S. 
chains =~ one, incidentally, which operates extensively 
in Canada. This suitwas settled under a consent judg- 
ment, under which the company agreed to refrain,from 
certain practices included in the complaints. 

You are undoubtedly much better informed on 
this matter than we are and will be aware that the 
U.S.Government sought, through the court action which 
it instituted, to require the company to separate its 
manufacturing and processing businesses from its buying 
and selling operations. 

One thing that this legal action does demonstrate 
forcibly is that the United States RES? of Justice 
has come to have a very serious concern as to whether or 
not the public interest is adequately protected -=- even 
although the transactions of the company in question were 
based on what would appear to be low prices. 

There would be no réason to be Goo concerned if 
bread was sold at less than full cost plus a normal mark- 
up by those concerned only with the manufacture or sale 
er pread, for time itself and the losses incurred would 
evonbua lly correct the situation, . Thers eee however, 


the most serious implications when bread is singled out 
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as a loss-leader by a company to whom bread is but one 
of many items handled. These implications are even more 
serious when this manipulation of predatory price- 
cubting of bread can be used (as it is) in selected 
stores ‘or <n -seleeted areas. 

We believe that an inguiry should be undertaken 
in this country to determine whether or not, and to what 
extemy, the public nt erest in this country is in jeo- 
pardy as a result of the operation by merchants of their 
own manufactories such as baking, and to determine to 
what extent this practice has been responsible for the 
maintenance of bread as a pemnanene loss-leader food 
and for the sharp decline in the number of bakery 
establishments. 

We recognize that this whole problem of loss- 
leader selling must be resolved with regard to the 
public interest, and not with regard to the special 
interests of either the baking industry or large mer- 
chants. This brief so far has been largely factual 
With regard to the baking industry. Your letter of 
Maret 22, Lob. advising us of this toss-leader inquiry, 
indicated that you were desirous of having detailed 
factual data and we have sought to meet your request for 
such information. 

We dio; fowever; believe’ that the damage tnav 
mas been done te the haking industry as a result of the 
loss-leader atmosphere in which it is obliged to live 
does concern the larger public interest. The baking 
industry ih Canada today renders an essential basic 


toog “Service, The public interest is net well served 
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when an important nation-wide industry of this sort is 
obliged to continue in a state of depression. 

We feel iv should be mode very’ clear that the 
baker who is most seriously affected by the practices in 
question is the smaller independent baker. The situa- 
Fion is, of course, serious for the whole industry - large 
bakers” included. But, obviously, the larger baker -- 
who distributes bread across wide geographical areas and 
in a variety of classes of distribution -- is very much 
better able to survive than is the smaller business. 
it is not necessarily a question of efficiency -- the 
siagller baker may be and orten is equally efficient, 
uo if Meriinds himself in the midst of unfair trade 
practices with respect to the bulk of his sales his 
ability to survive is most seriously in jeopardy. 

LABOUR 

The industry employs some 35,000 employees. 
Labour conditions within any industry can be no better 
than the general well-being of the industry itself. 

And conditions of labour in the baking industry, as to 
Pours OL Work” and rayes of Wakes, are certainly nov 
200d. 

The Department of Labour compile monthly hours 
of work and eaming statistics for the manufacturing 
trades in Canada. Here is a comparison from their com- 


PLL eavilon as or vanuary 1, “Losh: 


Average Average Average 
Hours Hourly Weekly 
Weekly Wage Wage 


All Manufacturing 

Industries 38.6 i Nippneny $54.19 
Bread and Bakery 

Products Only 1p3 60 107,08 46.35 
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Figures are listed separately for sixty industry 
classifications. The baking and bakery products indus- 
try has the longest average hours of work per week in 
the entire list. Only eleven of these classifications 
out of the sixty show lower average earnings and these 
are principally in the textile trades where female labour 
predominates. In the baking industry male labour pre- 
dominates. Confirmation of these figures will be 
readily available from the Canadian Labour Unions con- 
cerned with this matter. 
The Baking industry has no desire to see labour 
conditions of this kind perpetuated and certainly it is 
not in the interests of labour. It makes it extremely 
difficult to resolve labour-management problems and to 
acquire and hold the necessary apprentices and other 
types of workers. Nor do we believe that the public of 
this country desire to buy any product at prices that 
impose such conditions on the people who are employed 
in the manufacture and distribution of one of our most 
Sosciplal O00 services. 
In a teview of the Canadian economy, the Right 
Honourable C.D.Howe, Minister of Trade and Commerce, 
Pocently sbated: 
wIG is the job of government to create 
a climate favourable to sound economic 
development." 

We concur in this concept. 

Industrial development in our type of economy 
becomes impossible in the absence of reasonably adequate 


profits. We believe that profits in the baking industry 
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have been and continue to be inadequate and far short 
of being commensurate with the capital employed and the 
measure of the service rendered. 

Two of the largest bakers in Canada today -- 
both with regard to capital invested and volume of sales 
== aro MenuUreacturing éYid /disvribuviney on the basis of 
our best estimates, each approximately twenty-three 
million dollars worth of bread and bakery products 
annually. The profits shown om the last published 
annual statement of one of these companies (year ending 
June 30, 1953) were $166,946.00 -- equal to about three- 
Quarters of one per cent on sales. The other company's 
profits, on their last annual statement (year ending 
December 31, 1953) were $306,662.00 -- equal to 1.33 
percent of sales. 

Both these companies operate many bakeries and 
distribute bread in most sections of Ontario and Quebec. 
Their operations are probably typical of the baking 
industry generally in these areas, 

Taxation Statistics 1953 -- a Department of 
Naviongl Revenue compilation of tax returns Tor the 
woop tax year, Torrthe Bakery "Products Industry == re- 
ports on 215 corporate tax returns. Of these sixty-six 
Jost money im Loh.’ The total of all returns in¢ebuded 
for the industry shows a net profit of-3.95 percent 
before taxes and 2.25 percent after taxes. These totals 
include biscuit manufacturers who are included in the 
compilation as part of the baking industry and who most 
certainly have a much higher profit ratio than does the 


bread and cake baker. It is a reasonable assumption 
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that the average bakerts profits in Canada today are 
substantially less than 2 percent on sales. This com- 
pares with an average pee of 10.07 percent on sales 
before taxes and 5.61 percent after taxes for the 10,854 
manufacturing companies included in this tax report. 
There "eare Uther UDG Anvereeu rectors, Involved 
in this question of loss~leader prices for bread. When 
an industry becomes unduly preoccupied with price only 
-- or with incontrollable pricing situations that are 
HOt properly based on costs -+ the quality of the pro- 
duct inevitably begins to deteriorate. The industry 
then finds itself unable to maintain or improve the 
quality of its products or the efficiencies of its 
service. Capital -- so necessary for the modernization 
and improvement of industry begins to dry up for capital 
is fluid and flows naturally towards those investment 
opportunities that seem to ensure adequate returns. 

diGareas Where loge-icader oracuices prevail, 
Competing bakers, aS 8 -condi tion Of surVival. have to 
SLay cOmpebitive as to price and also as a condi tion of 
survival have to avoid sustained or continuing losses, 
Some are inevitably driven towards such alternatives as 
Bie -Lolbowi ne: 

Dee clWuLuiue Of Ineredient costs sto wine, Lowest 
point possible, aid “his sometimes by re- 
ducing the proportion of the more expensive 
ingredients, which can result ama loaf of 
reduced nutritional quality. The public 
interest can never be served under such a 


circumstance. 
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1h9. 
Inasmuch as those who resort to the loss- 
leader selling of bread operate only in 
areas of mass population and accept no 
responsibility to those who live outside 
such areas, the price of bread ihusv even- 
bueatly be increased if the sparsely settled 
areas are the only areas left to those who 
do accept the responsibility of serving 
the whole community. 

Ind6ed , 107 15 HOt Iiprobab ee “onau 
prices for bread are higher to the less 
populated areas today than the y would be 
if the cream of the market was not con- 
stantly being skimmed off the top through 
loss-leader practices. 

ie Chis io so; and we be bieve*ia te, 
then some of the loss-leader pricing of 
bread is subsidized by the higher price 
charged customers who do not have access 
to the loss-leader areas, and we do not 
believe that this is in the larger public 

interest. 

Other uneconomic and undesirable practices 
develop. For example, in an occasional 
area smaller independent bakers are mar-— 
keting “an 16-20 ounce loaf of ‘bread to 
resemble the standard 24 ounce and offering 
it for sale at a price competitive with 

the loss-leader priced loaf. The loaf 


usually is marked correctly as to weight 


¥ 


hee ; a p } } 
a of eacpaaniie® 


; yer ey 
etd cedar fe Hous: 
ru 


ee ‘a yileyeo 7 


‘te esers 


4 eae oe Wha. 
aii 4 ; ny ms oO ase 


la vf | 
ay Bee sv pane ye 
Pe 


ee bop 65. Ne santagtie ai fy 


+ 





ING? 2 
in small type yet nevertheless there is 
an element of consumer deception involved 
Le biis Sore Or tiling.” Wine meago rina Ox 
bakers “ere ali 100 Keéenly aware or tie Une 
CeGivavllipy Of “practices of oni s/ Rind and 
its potential danger in the destruction of 
public confidence in bakery products and the 
industry generally. 

peng: rererence 25 made an Gis compile civon 
of Material by the Director of Uno oa and 
Research of the Combines Investigation Act to three 
co nee have reviewed this question of loss- 
Goader Selling tm Canads (1935), in the United slaves 
(1928-1934), and in the United Kingdom (1949). All 
three recognize -- and state plainly -- that damage to 
the public interest is inherent in loss-leader selling. 
All three condemn it as do the conclusions of the 
MecOuarrie Commitves, Indeed, €very inquiry Ui we 
know of that has reviewed loss-leader oractices has 
come to the same conclusion -- that they are harmful 
and undesirable. 

Invariably the difficulties of enacting legis 
lation to correct these and other unfair trade practices 
ere attached bo these conclusions, 

We do not feel competent to determine just what 
is ~vractical or possible in the way of corrective legis- 
lation. But we aré convinced that it is not beyond the 
capabilities of those who are competent in these matters 
to devise the necessary legislation or adequate optional 


correctives. 
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If all who have concerned themselves with this 
problem of loss—leader practices condemn them, surely 
it is not beyond the capability of government to devise 
So COPTECULVG « 

One of the recommendations of the Royal Commi- 
Ssion on Price Spreads (Canada 1935) to deal with this 
problem was the establishment of a Fair Trade Board. 
This was implemented by Parliament in July 1935, in the 
establishment of a Dominion Trade and Industry Commi- 
ssion. 

This Commission did function effectively over 
the years and many unfair trade practices did come 
before it for review; many were resolved and corrected 
6s'a result of the hearings which it held. 

On occasion, some of the loss-leader practices 
which plague the baking industry and Which have been 
outlined in this brief were dealt with by this Commission 
ena were resolved. 

This Federal Trade and Industry Commission had 
very limited powers to enforce any findings that it 
might have reached. Nevertheless it was effective. 
Existing anti-combines law makes it impossible for parties 
to a dispute to attempt to resolve problems of this kind 
Oa cher own accouni. The rileho, therefore, of parties 
to a dispute to attempt to resolve unfair trade broblems 
themselves has been taken away from them. 

Yet there is much to be said for the replacing 
of this right to meet and discuss problems now denied 
With the opportunity for such conference -- under the 


jurisdiction of a competent government authority. Men 
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Le 
in business have a natural faculty of seéing their own 
Sige) OFS: probilen "to the exclusion, ina, large’ measure, 
of any other point of view. Yet we believe that not 
many Canadian businessmen deliberately adopt unfair 
trade practices -- including loss-leader selling -- with 
any particular malice. 

The Federal Trade and Industry Commission was 
abandoned. We do not know what special considerations 
led to it being done away with. We do know that it was 
born on the recommendation of what is probably the most 
extensive inquiry held in Canada into the affairs of 
Canadian business as a whole. 

It was recommended by those who had sat for many 
weeks reviewing unfair trade practices in Canada -- and 
who deemed something in the nature of the sort necessary 
to correct the many business abuses tmt were laid bare 
at that ing wy. 

We do not think this Commission was abandoned 
WMiLNOUL ood reason, If One “of: The major reasons was 
that the operation of such a Commission might well operate 
at variance to anti-combihes law generally, we feel it 
would have been better to have corrected its powers and 
operations so that no such conflict remained. 

The complexity of the loss-leader problem -- as 
well as the complexity of other undesirable and unfair 
(from the standpoint of the public interest) trade prac- 
tices -- makes it almost impossible to enact specific 
legislation that will work. Certainly we do not be- 
lieve that 498(c) is likely to be of any avail as a 


corrective. <Any prosecutions under this section of the 
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Criminal Code -- for "selling goods at prices unreason- 
ably low, having or designed to have the effect of sub- 
stantially lessening competition or eliminating a 
competitor’ -- are (a) likely to be impossible of proof; 
and (b) likely to be invariably in the nature of an 
inquest rather than a cure. The patient will almost 
certaindy berdead berore the prosécuti on veeuvs: before 
and through the courts. Surely something that will 
operate more speedily and likely to be more effective 
is necessary. 

Within our limited competence to recommend 
corrective legislation in this matter, we urge your 
serious consideration to this our recommendation. 

(a) That there be-established a board 

of inquiry and regulating authority for 
the hearing of complaints as to loss- 
leader and other harmful trade practices 
-- preferably as a branch of the Combines 
Investigation Department. 

(bo) that this board be given adequate 
powers to arrange conferences or hearings 
at which specific complaints on loss- 
leader and other harmful trade practices 
Wiebe be Boy ie wed andy sal spogs 1 bre. 
resolved, 

It is our firm conviction that the only way to 
deal with this matter of unfair trade practices is to 
provide a meeting place between those who feel that they 
have just complaints and those against whom they direct 


these complaints -- under the jurisdiction of a government 
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15h. 
body. “idee lso our firm conviction. that many of the 
loss-leader practices prevalent today can and would be 
resolved before such a government authority -- expedi- 
tiously and without recourse to costly and slow legal 
processes. 

If, such @ ‘board or authority -Tunetions: under 
the jurisdiction of the Combines Investigation Depart- 
meniwitself , or someiother. branch of the Department ‘or 
Justice, and therefore under the jurisdiction of com- 
petent goverment officials -- it must inevitably follow 
that its work will be dominated by public interest con- 
siderations. We cannot conceive of such a board 
arriving at any time at decisions that violate in any 
measure the interests of the public at large. 

THE CHATRMAN: Mr. May, do you wish to offer 
any comments or observations concerning the brief at 
this time before any questions are asked? 

MEP «MAYS No. 

THE CHAIRMAN: I think perhaps we might look 
apethie brier in the Sections in’which it 2s drawn. The 
first problem which you raise is one dealing with what 
you regard as a permanent loss-leader situation in the 
PHduUStryY, (End Uvour refer tocitipartaculerly in Connection 
With the usé of the standard 24 ounce loaf. Perhaps it 
might help -us iat syou eis tell us just what you mean 
by the standard 24 ounce loaf. In what respect is it 
standard? 

MES MAY SOW ll ci iayou \eo'tora “store ard nu a 
loaf of bread, they give you a standard 24 ounce loaf 


of bread, as compared with a raisin loaf, a specialty 
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loaf, a brown loaf or a whole wheat loaf. 

THE CHAIRMAN: Do you mean that -he ingredients 
are the same regardless of the bakery? 

MR. MAY: No. The Government does lay down 
standards under Health and Welfare, and the Food and 
Drugs ew as to what may go into white bread. The 
ingredients may vary but it is a readily recognizable 
commodity, the standard 24 ounce loaf of bread. That 
represents 95 percent of our bread sales. 

THE CHAIRMAN: It does not necessarily follow 
that the bread will all be equal in quality simply be- 
eause-it is described as.a standard loaf? 

MR. MAY: Noe 

EE aCGHATRMAN:: Most..pecople, prefer pread 7 rom 
one baker rather than from another, 

MR. MAY: And the formulae for the standard 
loaf will vary between bakers. 

MR. MORRISON: In Ontario and Quebec the law 
Says that a loaf of bread must weigh 24 ounces twelve 
hours after it is baked. I think that is the wording 
of the Act under which we operate, and it is enforced 
legally. 

THE CHATRMAN: And that does vary in other parts 
Of the country? 

MR. MAY:. Yes. 

MR. MORRISON: In some parts of the West the 
standard loaf is usually 16 ounces or 20 ounces. 

MR. HEAGLE: In Saskatchewan and Alberta it is 
16 and 20 ounces. 
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LEO 
16 ounces.” 

MR. MORRISON: In Ontario a 16 ounce loaf is 
peTiissipiesy butuither salie: Tor some reasons’ isimery 
limited. 

THE CHAIRMAN: We wanted to get that point clear. 
Now I believe that counsel will probably want to ask 
some questions concerning the brief. 

MR. LASO TE ie. May, Lobelisves you were here 
yesterday when the Director of Investigation and Re- 
search explained that the role of counsel in this 
matter was twofold: TIsStrot ell; bo helpapersons 
submitting briefs to bring out every important point 
in their briefs and make everything as clear as pos- 
Sue aiciusecondiy sito help then Com ssiomatseLt a0 
finding all possible data which would be of any use to 
then in preparing their reports. No one should feel 
that See in this matter are acting for any adverse 
party. Now, first of a Larch omidiwhiiser tor ask you 
for purposes of the record, what is the National Council 
piethe. Baking Industry, exactly? | Your brief salve that 
it is a national trade association of the Baking Indus-~ 
try and that its membership is comprised of regional, 
provincial and local bakery associations as well as of 
individual baking companies. Can you tell us approxi- 
mately how many associations you have in the Council? 

MR.o WAY o Wells perhaps I can: explain it) tov you 
in this way: during the War, they worked out mutually 
with the Government questions of supply and questions of 
CONGO. At that time it was comprised entirely of 


local, provincial and regional associations, or 
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representatives of iene buUG the oharacter of “the 
Council is changing. We still retain the effective 
menbership of some pace etauiones thexOnveri oO Bakers! 
Association, the Maritimes Bakers! Association, the 
Montreal Bakers' Association, and so on, but also it 
now operates on a direct membership basis. Therefore 
Bo Lovee ohke wd Torco lo tO exp Leainvexactly. “We icLlaim 
to represent, of course, all those associations who are 
associated with us, and on top of that we represent 
probably some 500 or 600 individual bakers. 

MR. LAJOITE: Could you give us a rough idea of 
the number of associations? 

MES ten hires.) ibhink woulda be adirippe 
associations we represent. There are no associations 
in Western Canada any more. The National Council has 
a branch in Calgary. I think we represent probably 
tares or four) local»or provincial associations. 

MR. LAJOITE: And how many companies did you say? 

MR. MAY: I would say that our menbership re- 
presents pernaps 500 to 600 individual bakery companies. 

MR. LAJOIH: Do you have in your Association, a 
number of bakery companies operating at only one place 
and having no affiliated companies or plants outside the 
city where they have their main office? 

MR. MAY: Yess Our membership is«comprised of as 
complete a cross-section of the industry as it is possible 
to get, both with regard to location geographically and 
with regard to the type of bakers. Most of the large 
chain bakers support the Council and are members, and 


hundreds of smaller independent bakers also support the 
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Council. 

MR. MORRISON: I might say that there are 
several in the City of Ottawa, independent plants, in- 
cluding my own company, Morrison-Lamothe Bakery Limited, 
who have their own bakery right here. 

Mie DAJOGS “Could you tells briefly what are 
the functions of the Council? 

MR. MAY: Oe bo act. “primarily lium porertin- 
terests of the industry with respect to govemment 
negotiations. We find ourselves, in the baking industry, 
involved ina very large degree with the food and drug 
laws, that is to say, the federal food and drug laws, 
and so the Council functions with respect to all those 
things upon which it is proper for an industry to func- 
tion on a co-operative basis. 

MR. MORRISON: Tariffs. 

MR. MAY: Tariffs and the whole gamut. We have 
bo concen Olwemy Kindy wit rd cess, land mever ae veriad, 

bi. LASOIB: 7 This: isinotse Combines Investigation ; 
We are just enquiring what are the general functions of 
your Council. Have you’ got any general functions. apart 
from dealings with the Government or Labour Relations ? 

MR. MAY: Yes, we got into the promotion of the 
enrichment of bread, the restoration of vitamins to 
bread. That was one of the major things we did last 
ST We are carrying on an industry public relations 
program. 

MR. LAJOIE: Does that include advertising? 

MR. MAY: Not directly. We have within our 


organization what we call the Bakery Foods Foundation 
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and its purpose 4s to work with people; itis’ a public 
relations body which deals with nutritionsts,dietitians 
and so in, in an attempt to have bread recognized in 
its proper place in the Canadian dietary. 

Pik. HEAGLE: I believe that I could reduce the 
purposes of the National Council down to perhaps one 
per enae the purpose of the National Council is to 
provide the Bakery Industry of Canada with aggressive 
ena Hirose reosive Weacership for aki bat Te Sood for he 
industry and the nation. 

MR. LAJOIE: Going to your brief at page 3 -- 

I do not know if Mr. May would care to answer this -- 

you say that during the last 15 year period there have 
been many new entrants into the baking business. Can 

you explain how you have had such a number? First of 

all, about what number of entrants would you say there 
Was every year, approximately ? 

MR. MAY: That comment was put in there because 
T Was dealing with the net loss each year, but 1 wanted 
to indicate that that did not represent all the people 
who had gone out of business within any one year. Per- 
haps 50, L000) or 150 people come into the business, but 
ULey to NOt SUPVIVe; tirey' eo OUub. That was my sole 
purpose. There are people coming into the business every 
day. 

MR. LAJOIE: Can you explain why new people come 
into the business every day? 

MR. MAY: They hope to make money. They hope 
to render a service which will warrant them making a 
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MR. LAJOIE: I imagine that before going into 


an industry people have to invest a certain amount of 
capital, to have an office and to have a whole set-up, 
and they must inquire as to the-conditions of the market.- 
You .seem to describe those conditions here as not too 
good. 

MR. HEAGLE: Basically there are two reasons for 
anyone going into the bakery business: one is to obtain 
the personal satisfaction of being creative and being 
useful, and also with the hope of making a profit, and 
Qa proper return on his investment commensurate with his 
services. Te tea the two main reasons why an indi- 
vidual comes into the bakery business. 

MR TASOIR: Yes, but. what L,mean is that if 
eee BGeAS0 pOOr, Lt there -ie 490) Lit he protien sto 
Beymade OUL..of 6 bakeny :business,, how, is,.it.so0 many 
people go in every year? 

MR. MAY: Well, every man who goes into business 
is an optimist. However, that is not the whole answer. 
Some go in after @quiry with respect to a pretty local 
situation. A man may decide ttt there is room for a 
good bakery in, let us say, Hastview. Hey may. rent a 
store, get the equipment and start business, and he may 
well succeed in that local area and under local comi- 
GUNS... On the other \hand, a man may say:. "Well, flour 
costs so much and bread sells for two or three times 
that; look at the money the bakers are making. I am 
going into that business.” He will learn very quickly 
that it is not as easy as all that. 
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point out that the bakery manufacturing plants or com- 
panies do have a tendency to become larger and larger 
every year to the detrimmt of smller baking establish- 
ments. Would you fecel tmt that is detrimmtal to the 
public interest generally? 

MES. MAYS DNo. 6 Soolone as Ltedoes mot jinvolie 
at that level unrair trade practices, loss-leader selling, 
or. Drea diy, spriice-eulting,..or acbhions toydrive the 
Snell Memeout of business, thei LE thinkgyit aieithe: normal 
operation of the free enterprise system. If the opera- 
tion of large bakeries is efficient to the point where 
small men are forced out, I do not gee that you.can do 
anything about it, and that tendency does exist within 
the industry because of mechanization. 

MR. LAJOIT#: So you do not mean by this state- 
ment on page 3 of your brief that you deplore or oppose 
Such a brend? 

Mie MAY toelatiighhoresret«it bubilathiunkwist sis 
inevitable under our system. 

Ny LAO. I should like »pyou.to have ay;look 
at the definition of "“loss-leader®* which you actually 
eiye.ab pase.12-ef.your brief.: The term “loss-leader” 
for bread and other bakery products is regarded by you 
as indicating a price lower than the full recovery of 
pllpcedne, beth fon bakernand the merehant,» plus na 
normal mark-up. Would you explain what a normal mark= 
up is, in your mind anyway? 

MR. MAY: Supposing we try to answer that on 
the basis. of the chain s tores. Now there is no secret 


about what it requires to operate, in the way of mark- 
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up, a chain store. Ido not know what is the exact 
figure obteined from the lastrstudy,; but it-ig im the 
Ma Gute Of. TEGO e ho percent Of mark=up. / ob think that if 
bread is sold at less than average normal mark-up there 
is some element of loss-leader creeping into its price. 

MR. LAJOTE: Do you think that about 14 percent 
would be the normal mark-up? 

MR. MAY:. Yes, somewhere about that. There have 
been a lot of studies made, am it is regarded as some- 
where in that bay eee 

THE CHAIRMAN: When you say that a chain store 
Opemates On a Mark-up in the area of 1) or l5 percent, 
does your answer mean that if any product is sold below 
that average of 14 or 15 percent, then that would be 
loss-leadering? 

MR. MAY: I would think that it starts to be- 
come suspect. There may be such things as rapid tum- 
over, ang asiresards) those factors; perhaps Msskeagle 
would like to comment upon those. 

THE CHAIRMAN: What I am trying to get at is 
this: if you say that if any article is sold below the 
average it is loss-leadering, then there cannot be any- 
thing sold above the average, or 6lse the average goes 
mupvendsyou deandt—@et an average: unless thererarensome 
higher and some lower; you get a uniform mark-up. 

MR. HEAGLE: If you start out to obtain an average 
poepercent umark<up, and jyou sell bread at only 5 percent 
ever cost, which would ,bevhLO, percent Less than, therlS per- 
cent of your average, you have to sell some other item at 


25 percent mark-up in order to average your 15 percent. 
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163, 
It is beyond a question of a doubt that every business 
requires to establish a certain average mark-up in order 
to stay in business. 

THE CHAITRVAN: Yes, but°do you know of any 
business or any industry in which, while it aims at a 
certain mark-up, it also makes that a uniform mark-up 
Por ai ive “products? “What T“am petting 2b if tis: 

It seems to me that necessarily thers must be some 
variation in the mark-ups in any business, due to 
various conditions, and that they aim at getting perhaps 
a certain average mark-up because they think that is 
necessary in order to conduct their business properly? 

MR. HEAGIE: There is in every business an exact 
method of fixing mark-up. 

THE CHAIRMAN: But are there not in every busi- 
ness exceptions to what they regard as thelr regular or 
normal mark-up in that business? 

MR. HEAGLE: May I put it in this way that the 
variation between what it costs any business -=- let us 
bere -e super Marco =—“Lo market,” let us say a caw of 
pean Or oat Of Dread, can be only Tractlonal, certainly 
nol more than 1 percent. 

Tre CHA IRMANG’ "<r Lay net merely lhe .cos uy OT 
handling in the store. You have to bear in mind the 
Papidity of tumover and that sort of thing. 

MR. HEAGLEY That is right; witch would bring 
anto consideration, for instance, interest on money, 
mnrch would™be one “item. Then there is the tumover, 
whether it turns over 200 times a year or 20 times a 


year. One cost which would come in there would be the 
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interest on money. You can readily see that that would 
bei very, very small, percentage-wise. 

THE CHAIRMAN: There are other things also, such 
as the use of the premises. 

MR. MORRISON: -Bread is bulky; it takes up 
more counter space I would think than other similar 
Piems anditiven "there. ig Llos 3. Porm ans tan ca, Mrs May 
mentioned 15 percent as the selling price. It iecer= 
tainly not the net price because there are always stales. 
It is a perishable product. 

THE CHATRMAN: All I am really trying to get at 
LS “this : in sany reveal business, 1 -hasselways ieemed 
to sae! at least, that there was some variation in the 
mark-up on different products in that business; that 
they are not entirely uniform, and the question would 
be whether a particular product necessarily should be 
MamnednaG Ne vavenece,; sora little. above the average, or 
a little below the average. 

MR. HEAGLE: May I answer that in this way: 
every iLbusiness: would havevcertain classifications, and 
peevy WOuld Bowibe eréatl in numbers \Im other words, 
fruits would require a higher mark-up than a classifica- 
tion which was non-perishable; but the classifications 
are few in number and simple to define. 

MR. LAJOIE: Mr. Heagle, have you had a 
look at the supplementary material submitted yesterday 
by the Director of Investigation and Research regarding 
the so-called price war in Montreal? On page 18, you 
will find a table showing the differences in mark-ups 


between a number of items in three chain stores in 
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Montreal. Those mrk-ups, vary, as you will notice on 
page 18, from 4.7 percent to 20.6 percent, and you have 
a list there of -about 10 or 15 different items which 
all have a different mark-up. Would you question the 
validity of those figures? 

MR. HEAGLE: There are a number of factors in- 
volved, but might I answer it in this way: we protect 
the consumer with regulations which show on the outside 
of, Say,oa can of peas, the net weight, the quantity 
contained therein. Now, we protect the consumer in 
that waye I am certain i my owl mind that a great 
deal of the variations in mark-ups are simply juggling 
of prices, not justified by invoice cost plus the over- 
head which comes into play from there on. If we are 
going to protect the consumer so that he will not be 
SerravieGg Or deceived (by, the, net, welbeht or! pie erace, 
then should not the consumer also be protected for, the 
Saines reasons, acainst the: juggling of prices? 

MRO 1S 16 youruvylewa=— > aim just 
putting the question without expressing any opinion -- 
tbheat-there should be a fixed mark-up for items in, let 
Delpay, enc lain) store i" accordance with size and bulk? 

MR. HBAGLE: Thaetris tight, wnder, specifac 
classifications. 

Vee UA OLE Donnot you think! that wowld, binder 
proper competition in a-free trade country? 

MR. HHAGLE: No. In dealing with the consumer 
I find that the consumer wants accurate honest infor- 
mation. People do not want to be misled into believing 


that they are being given a bargain when you sell them 
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an item on the one hand at a lower mark-up and take it 
away from them on the other hand with a higher mark-up. 
You can merchandise very successfully on quality and 
service, having it at the time the customer wants it 

in the place and in the condition that the customer 
wants it. 

Win. LAJOIE: That is, .of  eourse, vaswery7 impor= 
tant point. You are entitled to your opinion and every 
one is, but I just wanted to have the point made clear 
whether you really thought that there should be a speci-~ 
fic mark-up of about the same for all lines and items 
ony auccore yruiaking into account of course, the .cost 
ror every item. 

MR. HEAGLE: And the classifications, 

ME VMAS OLE: . f do mot know If thas -cusstion 
should be answered by Mr. May, but on the top of page 
for your biter ,vyoulmention Lian the ustal seliang 


price of a standard 24 ounce loaf of white bread in the 


Pia imveroceberiasitedaysin Ontarlovand Quetes ist isueents. 


Pen pencbutrue what the chain stores also sell 19 cent 
Loaves? 

MRe MAY: Some do; not all of them, 

MR. LAJOIE: So this statement would have to be 
Sietitied,;tilimagine, because if) l readeit correctly, 
you say that the usual selling price 19,15 cents, 

MR. MORRISON: That is what is advertised weekly 
in the large page ads. 

MR. LAJOIH: They advertise one type of bread 
which is 15 cents but does that mean that they sell 


paly allbvcent loaf? iscam referring;sof leourse, to 
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the standard 24 ounce loaf, 

Mis MAN? Not é6xclusivelys Minesome Stores, “yes, 
but in others they offer the 19 cent loaf, and I presume 
it is a relatively small percentage of their total sales. 

MR. LAJOIH: Would you have figures on that? 

MR. MAY: You have figures here on that. 

ME, LAJOIE Could you. give the names of one or 
two or any number of chain stores who do not have the 
ES Gonticl bet miimetihe sProvinee of Ouebec Or ithe Provinee 
of Ontario? 

MR. MAY: I would prefer not to give names. 

You people know who they are. 

MR, DAJOIN: Well, it must be. publicly known so 
T do not think that there really could be any objection 
to naming them. 

MES. MAY: Wo the ‘bestcofimy knowledge, the A '& P 
Omiya ae ietncdirnown: Standard Loaf of bread." 1 could. be 
wrong, but to the best of my knowledge they do not sell 
any bread other than their ow standard brand made by 
themselves. 

THE CHAIRMAN: That is to say made by their own 
bakery ? 

Vine Me ives. 9 Thatuis not so ante uni ved 
Svaces,emet I believe it is So in Canada. 

THE CHATRMAN?: You mean that the A & P stores 
do not sell a standard loaf of bread except for the 
standard loaf made in their own bakery? 

MRSA TS Gilde ynotethinktthey “sell-a standard 
IOeneor breads  Dithink théy make’ only the one standard 


loaf of bread; they do not buy from outside bakers. 
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168. 
THE CHAIRMAN: For any of their bread? 


Mn. MAY: Now Now, Just auminute,. they, do. buy 
specialty loaves from outside bakers, but. I am talking 
now about the standard 24 ounce-loaf of bread. 

MR. LAJOIZ: You say that to your knowledge 
they do not sell then? 

Mie MAy: “Theat. is, right. 

MR. LAJOIZ: Do you know wrt is the difference 
in price between what we call private brand bread and 
baker's brand in other provinces than Quebec and Ontario? 

MR. MAY: I am not quite sure but I believe 
the price, especially in Manitoba, is something in the 
Mature of, One private brands, 2 for 25, baker's brands 
in stores, 2 for 27, and baker's brands delivered to 
the shouse «<< for 29. It. is: im that relative position. 

MR. LAJOIE: Do you know of any province im 
Canada where there is no difference in price? 

MR. MAY: No, not to my knowledge. JI do not 
know of any provinces where there is as high a spread 
aS Loursecents except in Ontario and Quebec. <Lt is only 
one cent a loaf in Manitoba, and four cents in Ontario '! 
and Quebec. 

MR. LAJOTEH: Have you information about the other 
provinces? 

MR. MAY: Tere EAN TALS Mot to Tour ee.en & 
spread except in Ontario and Quebec. 

MB. VEAU OIE:  Insothe, provinces of which, you spoke, 
Manitoba particularly, where the difference in price be- 
tween private brand and the baker's brand is smaller than 


in Quebec and Ontario, do you think the decline in the 
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169. 


number of bakers is less than in Quebec and Ontario? 

Mis MAY: .. do not have any.accureate figures 
with respect to the decline im bakeries by provinces 
OVED 1a elOns period of time. 

ME. LAJOTE? «Because, according: to (the, figures 
which I have here and which were obtained from the 
Dominion Bureau of eee eee the decline in Quebec 
from 1929 to 1951 has been only about 2 percent and in 
Ontario it has been34 percent, whereas in Saskatchewan 
it actually was from 100 percent to 61 percent. Would 
you have any explanation for those differences in the 
decline in the number of bakeries in the several pro- 
vinces as compared with Quebec and Ontario? 

MR. MAY: Yes, I think.there is a very obvious 
explanation, that in Quebec, outside of the metropolitan 
city of Montreal, people are still largely eating the 
toatl that their forefathers did, and they want to buy 
that loaf. The wrench loat of bread is nota, loa 
which can be marketed in the way that we buy bread here, 
and the smaller bakexy probably has a better chance ,to 
Survayve, because he is making @ French loaf which has to 
Pe fade amd seid quickly, and.aliso.it his madento,suit 
the desires of those people. I think that accounts 
Bow toe te 

MR. LAJOIE: Of course the metropolitan district 
of Montreal accounts for nearly half of the province. 

MR. MAY: It also probably enables a smail 
independent baker in Montreal to survive, because he 
is making the type of pastries which it is not possible 


for the large baker to make. 
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MR. LAJOIE: In Saskatchewan where there is 
apparently one type and one standard loaf, how would 
you explain the decline of 40 percent in the number of 
bakers? 

MR. MAY: It is not much different in Ontario; 
ib 1s 3h percent im Ontario, 

MR. LAJOIZ: As regards Ontario apparently you 
would explain the decline by this price war or loss- 
leadering as you call it, but apparently they would not 
have such a situation in Saskatchewan and yet still 
they had that decline in the number of bakers. 

MR. MAY: Well, you are dealing with an area 
Of yery sian” poptlation to Start with, and 10 15 "hard 
to compare it. When you start applying statistics of 
moO pDerceiy vO LOO or 200° Tt is quite difterent 1 rom 
opplyines vre sane Kidd or statistics to 2000 “or 35000 
bakers; the percentage becomes less significant. 

MR. LAJOI#: Now, in Manitoba where you have 
the large Winnipeg district, the decline was only 13 
percent aithough they have a difference in'price between 
the two types of bread. 

MR. MAY: You must remember what I have said in 
Bie Drlot se oleu we do not aturi bute all the decline in 
bakeries to this particular chain store situation. We 
say that a substantial part of it stems from that, but 
we do not know exactly what proportion. However, 
obviously the decline in the number of bakeries is going 
on right across the country and some of the practices I am 
talking about are going on in all parts of the country 


in varying degrees. We think that the two are related, 
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that the use of bread as a loss-leader in all parts of 
Canada is contributing to the decline in the number of 
bakeries. 

MR. LAJOIE: I am just trying to have you give 
exactly the relation, or as exactly as possible. 

MR. MORRISON: Is not Mr. May trying to make 
the point too that due to this loss-leadering he is 
talking a8on ts the large and perhaps more efficient 
plants are forced to sell at a lower price or a cut down 
price? Perhaps that is one reason. 

MR. LAJOIE: You give only average or total 
fieures in your brief, but looking at the figures 
divided by provinces, we find that the difference goes 
from 40 percent to only 2 percent decline, so that the 
question comes up: is there really any relation between 
the situation which you explain in your brief and the 
decline in the number of baking establishments? 

Mk. MAY? Well, we believe that there “is. That 
is what we say in our brief; we believe that there is. 
We do not know the exact measurement and I do not think 
anyoody can “determine it, but we certainly believe» that 
1G 18.4 factor in the declining number of bakeries. 

MR. LAJOI#: Regarding the difference of four 
cents between the two brands of bread in Quebec and 
Ontario, could that be accounted for by the cost of 
delivery? 

MR. MAY: Yes, but the people who use it are 
also involved in delivery. They cannot bake the bread 
in a chain store; it has to be delivered from some kind 


Or a bakery to the -store. Tvan wilLine pe conesde, and 
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te ee 
indorinethe prict, that there isa ‘rightful. price 
differential between the price in the chain store and 
the price from other types of pee eee but we do 
not think that it should be 20 percent. 

MR. LAJOTH: Can you give an approximate 
figure as to the cost of delivery to the house? 

MR. MAY: To tle house? 

MR. LAJOIE: Yes. 

MRSOMAX:* Door, toadooxr? 

MR. LAJOIE: By the baker himself. 

MR. MAY: I do not know. I have not any exact 
figures but I suspect it is in the neighbourhood of 
25 to 30 percent. 

WRe DADO?  B30opercent oubsefr aligacent loar, 
so if we may take 6 cents out of 19 cents, that is 13 
cents. 

WE. MORRESON:S No, that 2s(po00o highs, itis 
about 25 percent. 

Mise Mav es All right, pbakei 5 centssoutorlocand 
make it 14 cents. Ido not have the exact figures but 
Iwill be glad to get them for you and supply them, 

MR. LAJOIE: Have you got any figures as to the 
production cost of the bread which is being sold at 
15 cents? 

MR. MAY: fos but there have been previous govern- 
ment inquiries into this matter, nee they invariably 
come up with the same answer that the cost of bread at 
the bakery platform of the chain store is almost identical 
with the cost of bread at the bakery platform of the 


independent bakery. They are using the same ingredients 
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in arriving at the same product and their costs are 
about the same. 

MR. LAJOI#: You have looked at the supplementary 
report of the Diredor at page 16? 

MR. MAY: Yes, Ll have a copy.before me. 

MR. LAJOIE: Apparently you have got the cost 
price of bread varying between $0.1225 and $0.1375, 
according to whether the bread is delivered to the in- 
dividual stores or not; so that would be approximately 
the same cost as that of the baker's plant taking out, 
betwas Say, about six, .cents owt. of ,19. 

May. MAY? oNO..o Tae uch ain store gti Li abas bo 
deliver it. 

MR. LAJOIN: Those have to, be delivered? 

MR.-MAY: Yes. Supposing the figure given by 
Die pbaker here 18 correct, who says that-it should be 
Zoevercent, Which 1s.5 cents or slightly less than 5 
cents, than the answer to your question is that it 
takes approximately 5 cents to deliver from the bakery 
GOvulie hovusewils, but it also, costs something. to bake a 
loaf of bread from the bakery to the store. 

MR. LAJOI#: How much. 

Wh. MAYs ~ I adonot.know;. perhaps,10 percent, 
perhaps 30 percent. 

Mas DAJOLES ‘To deliver in bulk? To have all 
the loaves come from the bakery to the individual store? 

MR. MAY: Take item number 3 here. Eseries 
recognizable and identifiable because this particular . 
store make their own bread. They make bread in the 


Same bakery in Ottawa. How much. do. you think it costs 
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to take a loaf of bread from Montreal to Ottawa? 

Mee goaOtes Welt bis (ay et nou bell sud’, 

Mews: sot can tell you Gis) that you cannot 
bake bread in Montreal and sell it in Ottawa in a re- 
tail store at 15 cents without involving the use of 
loss-leader selling. It is an impossibility. 

MR. LAJOIE: Do-you think the figures given at 
page 16 of the supplementary report may be inaccurate 
as to the buying cost of those stores? 

MR. MAY: The one figure that I would question 
ee Bie What is meant by "the cost? 

Mie sO By tio, 5" do. yourmean CN? 

MR. MAY: dt says below there: ‘Manufacturing 
gost por Vloat. and tt iS. sshowi as Leefecenbs Der Loar . 
What does it mean by "cost"? If it is at the bakery 
platform, how much did it cost to take it from the 
bakery platform to the store? 

MR. LASOIN: Well, apparently, brand. "Bis 
being delivered at the store so that the difference 
between 12.7 cents and 13.75 cents would be the cost of 
delivery. 

MR. MAY: Perhaps. 

Mew LAO ust over L centoa Loar, 

MR. MAY: Perhaps, yes, but it does not necessarily 
follow. 

Mion Olea. Teoveu Look eb pEeivetenbrand, VD. 
fs Le. 7/5 cents cost delivered to the individual store. 

MR. MAY: ‘Yes. 

MR. LAJOIT#H: That leaves 1 cent mark-up for the 


store, does it not? Would you call that a normal mark-up? 
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MRs HEAGLE: No. There has to be added to that 


the normal mark-up. That is the cost of getting it into 
the store premises. 

MR. LAJOIE: Quite so, but it is being sold at 
15 cents, so that there is a 1.25 cents mark-up. 

MR. MAY: There is a cent and a quarter mark-up 
in that instance, but the answer to this problem is not 
as Simple as analyzing that. What element of loss is 
involved in “Mat iS. 7 > pri ces But assuming that there 
is not, add your normal 15 percent to 13.75 cents and 
you reach a selling price of 16 Sanaee nob Ay De et 
is being sold at 15 cents. 

MR. LAJOIE: May I ask you why it would be 15 
percent, which would be the normal mark-up? 

MR. MAY: Because that is the average for chain 
Stores doing business. They cannot do business for 
less. 

MR. LAJOI#: Why would they charge their average, 
when you know in practice they have a very wide scale 
of mark-up. 

MR. MAY: rise but they still have to wind up 
with an average of 15 percent in order to stay in busi- 
ness. | 

MR. LAJOIf: You looked a moment ago at page 18 
showing the variations in the mark-up. If you take one 
and a quarter cents profit on a 15 cent loaf, that comes 
to &.33 percent, while the average for tht store is 
eC. 

MR. MAY: No. The average of those figures you 


have got down there is 11.84, but no chain store can do 
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business on the basis of 11 percent and stay in business. 
They need more than that. All the studies we have had 
on chain store merchandising indicate that. 

MR. LAJOTH:. Could you supply: the. Commission 
with definite figures on that? 

MR. MAY: I am quite sure the menbers of the 
Commission here will have seen them. You do not question 
what [ am saying, do you? 

MR. LAJOIE: Well, the Commission has information 
Buppized) by the Director, and at the :botiom- of page 17 
it says that chain store "Dt has a normal mark-up of 
L1i.oy percent; so that I think that until that infor- 
mation is contradicted, the Commission and every one 
concerned should accept it. 

MR. MAY: dust to enlighten me, can you tell me 
on what that 11.84 is calculated? We have not got 
enough information here to draw conclusions. 

WMRY GASOIE: Well, it is on alk grocery items. 

Or ‘colrse, the Director does not give the detaila, 

MR. MAY: But on what part of the pricing level? 
Is it what he paid whe he bought it in Toronto, what he 
paid after he got it to Montreal, or was it after he got 
BEPLHOOC HIS store? “Atiwhat Level dis that 21,64¢t0' be 
eacea’?) Dede not know. 

MR. WHITELEY: I think there is probably some 
confusion creeping in here. Tinie Har hicular lanes os 
questioning started off with the article delivered at 
the chain store, so that if we are dealing with that we 
must confine our measurement to that basis. Now the 


average of which you may be speaking is the average of 
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entire chain store operations which would involve what- 
ever warehousing they do and whatever individual sales 
they make at each store; but in this particular case the 
example being taken is only the-leader. There js: 10 
point in applying the overall chain store average, which 
may embrace a number of functions, to one function alone. 

MRs MAY: Well, I do not know where we are going 
here 

MAY, WHITELEY? (Lf the figure yow ere using, tis 
15 percent, is an overall chain store operating basis, 
then it is not the figure that would be applicable to 
products delivered to the individual chain store, 

MR. MAY: I do not know. I am not an authority 
on the accounting procedure of chain stores, and I am 
not able to comment upon these figures. 

MRi WHITELEY: You might make clear what you are 
Meine Shee epee reéit basic), Whether lis vibe renttite 
chain store operations involving all their functions, 
be te rely schesinmctilons) ahicneyone tend, the g@retezwy branch. 
To what is your 15 percent related? 

MR. MAY: Well, as I understand these studies -- 
and I have not eos at them recently -- I think they 
erergenerally accepted, that it takes 1, to 15 percent 
mark-up to operate a chain store. 

MR. WHITELEY: In its entire operations? 

mie IA YS) Yess 

MR OWHITELEY.! »Gorlong easswe are clear as to 
what basis you are applying. 

MR. MAY: This is part of its entire operations, 


on the bread, and it is a very important part too. 
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178, 
THE CHATRMAN : What Mr. Whiteley is getting at 


is the distinction between a mark-up based upon the 
price which the chain store organization would pay in 
the first instance for the goods, am the retail selling 
Proce a tne Ino vidual Store. | it it ie 15 percent,” tha t 
is one thing. What he is getting at is the difference 
between that and the 15 percent between the laid-down 
cost in the individual store and the selling price in 
that store, because the second example eliminates part 
of the cost of doing business by the chain store; it 
eliminates all that they have in connection with their 
warehousing and delivering from the warehouse to the 
individual store. 

Uns MAY: I have not seen the Tipures,; “bul eney 
are pretty fractional, these costs, as to warehousing 
gud SO Ot. 

MR. WHITELEY: Then that would run counter to 
your other estimates. 

MR. MAY: ~T can tell you this: “we are not in 
a position to prove to you what is the cost of bread by 
people who makes it themselves, because we are merchants 
and somebody else has to find that out; but we are 
firmly convinced, and we think we support it well in 
this brief, that there is no justification for 20 per- 
cent differential between the price of bread in a chain 
store and all the other, grocery items, that they sell, 
when the average selling figure is a 5 percent lower one. 

MR. LAJOIE: Well, I come back to this question 
which I will put in another way: do not you think that 


this can be almost entirely accounted for by the 
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delivery to the home cost? 

MR. MAY: No, it certainly can not. 

MR. LAJOT#: A moment ago you seemed to agree 
that between five and six cents. out of the 19 cents 
loaf went in the delivery cost, so that leaves between 
13 and 14 cents for the cost at the bakery. 

MR. MAY: Yes. 

MR. LAJOIE: My question would be this: is 
there a big difference in cost between that figure and 
the cost of the private brand loaf? 

MER. MAY: AG the bakery, they will be the same, 
or very Similar, to wit hin a fraction. he cost of a 
loaf of bread manufactured by the chain and by the baker 
will be very similar. IT agree that it 13. Prom there 
on that we get into this question with respect to dis- 
tribution and we arrive at differences. We agree, as 
Bho maker bere has said, thab 1b costs about 25 percent 
be deliver that loaf of bread to the door. 

MR. LAJOIN: Now, you call loss-leadering the 
attitude of the chain stores. Would not that be only 
making a smaller profit on the merchandise? 

MR. MAY: We say that loss-leadering of bread 
in chain stores represents a loss, no profit. We cannot 
prove it, but we think that competent auditors could 
prove it. This has all been gone over in previous 
enquiries, and, wlth all fairness, the people who manu- 
facture their ow bread have come before these enquiriss 
and denonstrated that they were taking a loss on bread, 
but on the last study we saw, they did it by averaging 


such things as delivery and warehousing. 
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160, 
MR. LAJOIE: And you are saying that the chain 


stores -- this is not the bakers but the chain stores -- 
do take a loss on the bread? 

MR. MAY: Yes, we believe that on all 15 cent 
bread sold in Ontario and Quebec today there is some 
element of loss in it. 

MR. LAJOLTE! For the store or for the retailer? 

MR. MAY: For some of then. 

Mie CAJOLS: if lh pring im the information ei. ven 
by the Director on page 16 regarding the cost to the re= 
tailer, and also the conclusion of a chapter by the Royal 
Commission on prices in 1949, I wonder if -- and this is 
the question I am putting to you -- the real cause of 
the whole situation is not a long run change in the 
Organization of the industry, having larger bakeries, 
bringing down the cost with mechanization, as you point 
Cue Yourself’ in your Dricr, and so Torth; and nov 
really any loss on the part of the retailer or any 
other agent concemed with the production or distribu- 
tion of the bread? 

MR. MAY: I make the very definite statement 
that some part of the decline in the number of bakeries 
is to be attributed to what you are saying. As to the 
Pareriea, the size of bakeries, the modermizatvion and 
the mechanization, I freely admit that, but we also be- 
lieve that an important factor contributing to the de- 
cline in the number of bakeries is the loss-leader 
6élement which is involved in the selling of bread. 

MR. LAJOIE: Would your group be in a position 


to supply the Commission with figures as to the cost of 
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production of bread? 

MR. MAY: Yes, with respect to bakeries, we can. 

MAS AWOLIES God the cost of 4 standard 2h. ounce 
Joaf at the moment it leaves the bakery platfom? 

MRS WAYS oYesi Before we do that, if this 
figure is accurate -- and I am quite sure it is -- it 
will vary only fractionally from that figure, just as it 
did in the report from which you are reading. The 
figures were given there six or seven years ago. 

MR. LAJOIE: Referring particularly to page 39, 
to this conclwiing paragraph: 

"The forms of competition which have 
developed amongst the large bakery 
companies and merchandising organizations 
have had serious effects upon independent 
bakeries who have not the resources to 
engage in the costly distributive methods 
of their larger fivals nor the volume of 
business which would enable them to com- 
pete with chain stores." 

MR. MAY: I make exactly the same statement in 
this brief. I say the same thing. He does not say that 
is the only reason; he says it is one of Mee) and I say 
so in the brief quite frankly. 

MR. LAJOLIE: I am not speaking on behalf of the 
Commission, but the difficulty I have personally in 
getting to the same conclusion as you do, is that you do 
not Boing any specific figures as to the cost of production 
of the baker's brand and the cost of production of the 


private brand apart from the figures we have from the 
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Director himself. 

Mins MAYS thread |) faimess, Lowas: not), asked to 
furnish information of that sort. You asked me to fur- 
nish this kind of information as to what happens when a 
loss-leader is used. 

MR. LAJOIE: Of course, I am not blaming anyone 
SOr undies ype of biter: detually I find 20 ia a very 
well presented one, but I am just pointing out that we 
do not have the figqires regarding cost of production to 
compare with the chain stores, and I think it might be 
useful to the Commission to have such figures if you 
could make them available at any future date. 

MR. MAY: If you so desire we can make the state- 
ment now, and I do not think the merchants who make their 
own bread will disagree substantially, that the price of 
bread at the door of the bakery will be about the same 
whether it is a merchant who bakes it or whether it is 
@ chain store. 

THE CHAIRMAN: Regardless of the size of the 
bakery? 

MR. MAY: I am talking about comparably efficient 
operations. There is no doubt at all tht the merchants 
are efficient bakers. 

MR. FAVREAU: There is also one thing about which 
your members, or certain of them at least, have personal 
experience and upon which they would be able to inform us, 
and that is the difference in the cost of delivery as 
between delivery to a private home per loaf, and delivery 
to a store, because I understand that you deliver very 


few loaves to some stores and many loaves to other stores. 
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You mignt have some figures on thati 

MR. MAY: That is extremely difficult informa- 
tion to get. You have bakers who are selling to stores 
only,’you have bakers who are seni ies direct to the house~ 
hold, you have bakers who are doing both and you have 
jecal routes, After all, ail these things are related 
to how much’ bread one man sells in a week, and you have 
all sorts of variations all over the place. 

MR. FAVREAU: I am just putting that question, 
because I would be ready to agree that there would not 
be so much difference as there would appear to be at 
first sight between the cost of delivery to a store and 
the cost of delivery to a home. ito you happen’ Tokhaye 
some figures, I thihk we would like to have them, be- 
eause as I Say, in some cases delivery to a store may 
GOst just as much as delivery to a house, because to 
some small stores you might just deliver a few loaves. 

MR. MORRISON: Without being specific, I would 
say that the amall grocer has to have a profit, and when 
you add the difference between the discount you have to 
Sive a store for his profit and delivery to the house- 
wife, it works out just about the same. In Ottawa, we 
give 23 cents to the grocer, that is to say our company 
Woes, aseppohit. “You add that on, and you can deliver 
med Loat-ot bread to the ‘house for the ditterence, “witch 
is just about the same. The other point is that on the 
Eoport Trom which you are reading, if I remenber correctly, 
the chain stores said that they required about 15 to 18 
percent mark-up in order to do business. Our delivery 


cost is around 25 to 26 percent, so that there is a 
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Poles 
difference of about 10 percent. Now Mr. May has 
argued all along that there was a difference, but his 
argument was that it should not be 20 percent. That is 
the point I want to make, that hore is a difference of 
approximately 10 percent; but as regards 20 percent it 
is like the case where a man can live on $50 a week and 
if he only gets$25 then it is pretty tough. 

THE CHAIRMAN: Would it mean from what you have 
Seid, that in your experience the differences between 
the price of the loaf might be 24 cents? 

MR. MORRISON: About 2 cents; say 10 percent. 
ma 19 cent Loaf it would be about 2 cents. 

MR. WHITELEY: Have you any explanation ae at 
there is this severe price-cutting in regard to bread, 
it appears only in the one aspect, only in regard to the 
private brand? How is it that the brands of individual 
bakers do not vary in price ~- I mean at the retail 
eve Li? 

MR. MORRISON: There is not enough profit. You 
have’ to have a cent variation and there is not a cent 
Drolit ina Loaft.or’ bread. 

MR. WHITELEY: No, I am referring to the retail 
stores. 

MR. MORRISON: I do not know. 

Mh. MAY? It is pretty well standard practice. tor 
them to cut their own private brands and leave the other 
brands alone. 

MR. WHITELEY: There is no question of cutting; 
they are simply selling them on the same margin. 


MR. MAY: L am thinking now of whether they sell 
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185. 
at 19 cents. 

MR. WHITHELEY: No;.I am referring to the so- 
called prevailing or permanent form that you described. 

MR. MORRISON: For instance, in the market down 
there, there is a grocer selling our bread at 15 cents 
for woich he pays us 164 cents. 

MR. WHITELEY: On the one hand you say the 
margin should be only 15 percent and actually the margin 
ie E20, 

MR. MORRISON: In which? 

MR. WHITHELEY: In these cases that are show 
HEre. 

WE, MORRISON: J do. not follow. you. 

Nie Witte leve The difference here between tie 
price at which they buy, the bread and the price at which 
POY. OC Lie +13 

Mie MORRISON: The ordinary esrocer? 

MR. WHITELEY: All the merchandisers. 

MR. MAY: Where do you get that, Mr.Whiteley, 
on page 16? Or where is tmt? 

MR. WHITELEY: If they are selling bread at 19 
Gents, what price are. they paying for that? 

MR MALS. Whois paying? 

MR. WHITELEY: The merchandiser of baker's brand 
bread. 

MR. MORRISON: We charge 16% cents, that is to 
Say, our company in Ottawa here does, for a 24 ounce 
loaf, which we sell off the wagon at 19 cents. We have 
Ho control now over what the grocers can sell for. 


MR. WHITELEY: That is practically 20 percent. 
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186% 
MR. MORRISON: No, 15 percent, is it not? 


MR. WHITELEY: What about the chain stores? 
What do they pay? 

MR. MORRISON: I do not knows I do not sell to 
the chain stores. I can tell you though, that my net 
profit last year was less than 3 percent before income 
tax. 

MR. WERITRLEY: (On Gapital? 

Vin. - MORE OGON: On turnover, [fF you cut. that in 
two, you have a pretty small margin. 

MR. WHITELEY: Are you prepared to give what it 
was on capital? 

MR. MORRISON: I could not offhand. The state-~ 
ment is published. 

MR. LAJOI#: Mr. May, you just mm tioned that 
the production cost at your platform would not differ 
substantially from those mentioned here. Did I under- 
stand you correctly? 

MR. MAY: There is only one figure’ mentioned 
there which represents a baker's cost. 

MR. DAJOleseIhat is Column A, is 2t not? 

MR. MAY: Column C, 

MR. LAJOIE: That is delivered. 

MR. MAY: That is at page 16. Now, all the other 
costs except private brand C are baker's selling prices 
to a store. Private brand C is a store who bakes his 
own bread. That is the only known cost in that list of 
figures. That is the only declared cost as far as the 
baker knows. 
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file any figures if you agree that this fairly represents 
the production cost. 

MR. MAY: I would say that a large efficient 
baker will have a net cost, if that is the right cost 
for this company, and I do not question it, which would 
het be greatly ditierent, a fraction of a cent. 

ike LAVOE, For the Sake or time record, you are 
referring to column C of Table V on page 16 of the 
Director's report. 

MR. MAY: Yes. 

MR. LAJOIE: Now I have only a few more short 
questions, I hope. At page 6 of your brief, you refer 
at the bottom to a new store in London. That must be 
publicly known. Would you mind mmtioning the name of 
the Store if “you have’ it in mind? 

MES MAY: It was e Loblaw'd store, a very Tine 
new store which opened up and unfortunately was bumed 
down a couple of months later and is being rebuilt 
today. 

MR. LAJOIE: What was the name of it? 

MR. MAY: Loblaw's. 

Maen ode OLE AS page co you say: 

"A tiew super market in Brantford was 
opened in Reren bors LoD a 
Do you know the name of that store? 

Mie MAY: "No, Io de®ncr, “You can easily find 
out, though. 

MR. LAJOIH: Would the Commissioners like to 
have the name of this store? 


MR. MAY: In‘this particular case, the Director 
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188. 
of Investigation has all the information. I filed it 
with him at the time it happened. He has copies of 
the advertisements and everything that went on. 

MRs LAJOIH: Regarding this Brantford matter? 

MR. MAY: Yes. 

THE CHAIRMAN: If the information is already in 
Mier beni e.ol thesDarectot,oLlewould nobythink it would 
ber necessary to file a separate report on it. 

MR. LAJOIB: At the top of page 12, you say: 

"In 1938 there were operating in Brantford 
and immediate area, 13 bakers. Today 
there are only 3 bakers who operate 
plants in the same area.” 

Would «you. remenber the names of ‘the three plants, or 
the particulars of the plants? 

MR. MAY: I cannot give you the names of these 
bakers and where they were located, because I have not 
Shawivoymes) but L got itvat the timer iT 4eo0 this ,iufor- 
mation. 

MR. LAJOIE: I am asking about the total number 
of plants. 

MR. MAY: There are only three operating in 
rantford today. I am carte now about door to door 
delivery, not window bakers; I am talking about people 

who used to deliver bread to the homes. 

MR. LAJOLIEs, One plant per baker? 

MR. MAY: Yes. 

Mkt, BAFOTH: Then on page 13, you refer to your 
Gruneau Investigation. Do you support and make yours 


the statement of Gruneau? 





Th a “i 


‘Ail 
ay ‘ae lao> apt 


“s 
ae i “an 
’ ” 4 iad 4 . : 7 
mT i <1 » 1 
‘ im | ee ‘> 


i . : : i ; ec on nee i a id i ; " ; fe: 

ae ‘sw ardem DLO e siete Ble pabenget A a 
i . ( A ve aba : 7 
ute en A aN ig pati 
; ; i id! 

Bede 5 ee qe cea WY aT. a 




























7 
Yo ze ’ by 





, ¢ ‘ 4 
2 ey cs > 
iv jen ‘ba 


4 
oD 


a * » 
s wu } ® Le 
on 7 yf id =i 
- re  # i+ <r TA ate - »* e va 
; h wha eho ty ee an rae s ahee b' a eee ane iteio. Sue : 
ie " ’ td an 
ie { * 
Phd A i | 
; 4 ~ 4 C- , am 
ie ‘ rt ; hx ' J OTS ty poe 20 @ OIL AG & 
ee Ras AG ct Ri ; 
) i FI ’ 
; f Pa, 
la ‘ f cd , fi = * 
a . cee ? 
>| i f Lf ¥ 
sos. Ow x SLAG o SLIT oF YisaReoes od. 
wy ; 
ts 
rn i} 
! , pa ere! ole - ee { Tero 
oY, Ber arty ; ; a Mo CBO Sahl PP. SED Beh oat 
‘ " i ae | 
Rai Weary te ferent SEPL A" . 
J 
J v3 A a! 
’ ‘ { . ea ers ‘ 
‘ : 
, , ' (iy sf ; ’ et ah . 
5 
| . 
‘ en Sue of) 60 
b« . . 
rk iced ey, eee eee ee Saree Hei J ‘hi Tans, HOV 2 Bee ow. 
J \ an 
, ra 
| J f q P ‘ : a 
Sy ite Te de i MT HDI 2 903 nid | 
; d 
{ 
j F : ’ my. 4 
‘ ; +e 7 ‘YT oo # 4 


J 

ra - f a 

| ne if ih) or Pa ae 
i - 

JS a 


+ i oe! i 
A y ‘ L AT > : 
h 
y 
ee i Oe tw ” 
a . a's he Sl . 
c i 
ie f 
. vi? ’ * rtag 
"ag 4 > ue 4 ee ee 
} 
Ba, 
he the : 
gas 
Sven ; fey Wee a 
~ HAE itt, Be hewtien,. wel sete fet pea oD OS Sew Taaes 
a } , ‘ hae Pig * o 
l ‘ at : ¢ OS. ROLY oOo <7 
nh ’ 
ve , Ad 
i iw” fit + 
es ee A Ob Dene oe hle® od 
thet ¥ 
“K 4 oa 
‘ 4 oy ie y 
a es lls aaa 8p TAA ) aim 10 7! Pee | i 
1 
rs, Y, wtF A mi yt 
seem ot eee ; 
3 sels i 


Hate. at he Rh Ng bb RRO SIOTAT, 






? 





> sod } i f ; } 
R ‘ 2 ei lew é } o Ai fi 
Sao? eee Ee PAAsOtD WE ee, sos pe 
; ’ ; i. j if ri ‘ 4 ' 
Ma if ive im wth i i ib ; iH 7 
4 =/i : 5 
; . | BP Nea 
\ i ¥ : 
bla ; Mh 
, 4 wt 
2. ; ' aoe i 
OiAr ey 
x ‘ aA j it 
eal | ae) 7 
y ee if 
A oe } : 





| 189. 
MR. MAY: As is set out in this statement which 


was filed yesterday, we gave Gruneau terms of reference 
to find out certain things. From that point on we had 
nothing more to do with it until he gave us the infor- 
mation, and then we passed the information on to the 
Director of Investigation and Research. The infomation 
that Gruneau gave us indicates the conclusions which 

I have drawn. 

MR. LAJOIE: With regard to page 13, would you 
Pare the separate questions which were put by Gruneau 
invorder to*secure this info mation? 

MR. MAY: They are listed on page 5 of the 
report which the Director tabled yesterday, the terms 
of reference that I gave Gruneau are there. 

MR. LAJOIE: Yes, but would you have the 
Questions which Gruneau put to the individual stores? 

MASeMAY:' Yess they are ineluded an ine twe 
copies of the report that I gave to the Director of 
Investigation and Research, from which he compiled his 
informa tion, 

MR. LAJOIE: You have not got the absolute 
t2eares bo wwaith bhe. percentages refer dnynumbers) i, 
2, and 3 paragraphs? 

MR.oMAY: As’ to the number of Loaves of bread? 
No, I do not have the figures unless they are in the 
Gruneau report which you have got, then I do not have 
them. This is all that they furnished me with. 

MR. LAJOIE: Now, on page 14, in paragraph (b) 
at the top --- 


MR. FAVREAU: While you are on page 13, with 
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190. 


regard to the answer to the third question -- or rather 
not the answer, but the condensation of the answers -- 
is that: 
"One-third of all independent grocers 
interviewed showed reduced bread sales.” 
MR. MAY: Yes. 
MR. FAVREAU: “The average decline in bread 
Sales for those who show a drop in sales 
aes z2/ percent." 
Therefore, I conclude that two-thirds did not show re- 
duced sales? 

MR. MAY: Quite, 

Ma. PAVREAUS It mient be that you have not 
these figures now, but it would be interesting to us 
if you could obtain them in supplenentation of your 
bricfh. “Would you be in a position to tell us if these 
stores forming this particular one-third whose sales 
dropped, were located in the vicinity of the chain out- 
let which did the actual price-cutting, because if they 
were it would show quite clearly that there is an actual 
connection. 

MR. MAY: Well, I am. not quite sure, but I think 
it says something in the report about that. Do you know 
if this makes any reference to that, that the stores which 
lost bread sales were adjacent to the chain stores? 

MR. FAVREAU: Well, you can obtain that informa- 
tion from Messrs. Gruneau, mane and supplement the 
infomation later on by supplying it. 

WR. MAY: Yes. 


THE CHAIRMAN: Mr. May, I have a similar question 
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bol, 
relating to the figures at the bottom of page 10 of 


your brief. You are referring there to five routes 
which were most seriously affected. Could you identify 
those routes as being near the super-marke ts? 

MR. MAY: Yes. 

THE CHAIRMAN: You could do that? 

MR. MAY: Yes. 

THE CHAIRMAN: That is wmt I would expect. 

MR. MAY: Yes, with the exception of route No.5, 
which is a general wholesale route throughout the City. 
It reflects what happened to the bakers who were 
arrected. 

THE CHAIRMAN: But the others are routes in the 
vicinity of the super-markets? 

MR. MAY: Yes. And on one route, I was talking 
to this particular baker last week, and he claims that 
by this time one-third of all his customers on one 
route is all that he has left. 

THE CHATRMAN: You mean that the others have 
been permanently lost? 

MR. MAY: Yes, he lost two-thirds of that parti- 
cular route. 

MR. LAJOIE: On page 14, paragraph (b) you draw 
the conclusion -- or this Gruneau's conclusion which you 
endorse? =<- 

"That the adverse results are likely to 
continue long after the price-cutting 
has ended." 

and so forth? 


Va. tA Yee) Yes. 
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MR. LAJOIE: That does not appear to coincide 


with the conclusion which coms out of Caer tear es given 
by the Director at page 14 of his supplementary report. 
There is a summary there and a table which shows that 

the sales of baker's brand bread after the period of 
reduced prices, eame back almost to the, same level that 
Lney were betores -Erom 39 000 1G. came, backs “to 38,000; 

and in chain store A it went from 26,800 to 26,700 after 
the pri ce-cutting period. Therefore those figures 
obtained from the stores concerned would appear to con- 
tradict the conclusion which you draw. 

MR. MAY: No. The figure you have just quoted 
is a reduction from 39,300 to 38,300, which is 2% percent. 
If you keep hitting a baker every two or three weeks 
with a 24 percent loss, which is what happens when these 
things are repeated, he’ winds up without too much busi- 
ness. A 23 percent logs on a permanent basis is a 
serious thing. On the other hand, the same table shows 
that when it was all over the chain store had increased 
their sales on a permanent basis by 10 percent. Where 
did they get those increases from? They took them from 
Sie bakers OF Obher= stores, That Table LY does indicate 
that there was a very substantial measure of permanent 
damage done as a result of tmt price war to the baking 
business and the grocery business. 

MR. LAJOIE: What about the results im total 
sales? 

MR. MAY: We are not concerned with the total 
sales of all groceries before the Commission; JI am con- 


cerned with the sale of bread. 
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193. 
MR. LAJOIEN: Well if we look at the total sales 


there would appear to lfsve been no diminution in sales 
au alls 
Mae MAY; That iso all groceries, bub with 
respect to the figures in regard to bread that are shown 
there, there is permanent damage done to the baking 
industry to the tune of the 10 percent increase in 
permanent sales which the chain store derives from the 
Sole tr Dread , which they must have obtained from some 
other source of supply and to demonstrate a 2% percent 
permanent loss in the sale of baker's brand bread, But 
all these figures simply indicate the nature of things. 
Theres Mignt be 5O factors involved, such as, for instance, 
Whe people @6t “paid, ena they could “ali pe’ in here. 
Every study of this kind will disclose that the baker 
has lost ground every time a thing like this happens. 
MR. LAJOI&: Now on page 16 you draw another set 
OReCorc ici OMe. tie! Mey call ab het, Vou Say: 
"The objects of the use of a loss-leader 
undoubtedly include....(b) to induce 
sales é6f other goods on which a profit 
LS made, ss 
and 90 on, while the total sales indicated in Table IV 
on page 13 of the director's supplementary réport indi- 
cates that the total sales are not any significantly 
Chae after the price-cutting period than they were 
before, and you have at page 14 the comments on those 
Figures. 
MR. MAY: Nevertheless they are higher. They 


are not lower; they are higher, 
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MR. LAJOIE: Do you think that the difference 
is really. significant? The chain store which started 
the price-cutting had an increase of »4,000 out of 
$14 million or over. 

MR wo MAG dis. D' say, Maeiee may be other factors 
that enter into this thing. Reference is made already 
in this report to that fact that at one time when this 
ivee bread business was, going on, or, this. Low price 
bread, it was the time of the week of the payroll and 
sOrCn,  Thag cts a -shors tame atud ys 

MR. LAJOTE: We do not have any other information 
from you or any other stores. 

MR. MAY: Yes, you have more information than 
is in here. I gave you some more examples, and if you 
want more I will be glad to get then. JI show you ex- 
amples of permanent damage to the baking industry. 

MR. MORRISON: Speaking as a practical baker, 
if there was a big price war going on in the chain 
stores, it would affect your output very drastically. 
It puts you in a false position. Bread is a very 
important part of the diet. 

MR. LAJOIH: You mean a -false position for that 
week or for that period? 

MR. MORRISON: Yes. 

MR. HEAGLE: You get that repeatedly all along, 
and it is serious. Just while you are on that point, 

I would like to draw your attention to page 3 in this 
Same report. 
MR. PAVREAU: In the Director's report? 


MR. HEAGLE: The supplementary report. No doubt 
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you will be studying that particular page again, but I 
would like to draw your attention to the top of page 4 
where, after talking about the advertising which appeared, 
this super-market -- I presume it is a super-market -- 
makes this statement: 
"The tremendous impact of this advertising 
was bound to have a damaging effect on 


our business if not properly met. The 


damage. to be feared was not only to bread 
Sales but to our merchandising reputation 
by reason of the general impression given 
to the public. The probable impression 
was that because bread, which is a staple 
item, was so much cheaper at our com- 
DeviotoOn Ss stores, whet his: other lines 
of merchandise would be priced corres- 
pondingly low." 
Now you can see how seriously this super-market who 
handles tremendous numbers of items took this act of 
substantially reducing the price of bread to where it 
was definitely a loss-leader. Just imagine the much 
greater impact that that has upon an industry which is 
Specialized, Jiks the baking industry. This seems to 
me to verify exactly what we have been claiming this 
morning, that the practice of setting gale prices in 
Super-markets is not based on their cost but is based 
on competitive conditions and things which they work 
out themselves, but not prices set on the basis of cost. 
The second thing that that letter brings out is that the 


impact on consumer confidence is very damaging and 













} ! :, ie f ay haf Nin we - ; 
i (a8 antag nr Aes arte at sits 
y ¥ i mon of 6: he rail \= "3, en figline & * ahh eg — x “ Bork rl 
| ; evans . 


f | se ar ha Neat "hn 


at if 



























cos ox. . i 
aS eodem 
i Y 


24 yee f Tey 
we " 4s a J ‘ r * bs oi is 
wTSvoe elit to Jvosgqet ag obr © sae ant a ma : 


7 ‘i - 
: i ‘ . a 
D 
t % ~ »? 
MO GOR ELE hug ce S ‘evel oa nisi enw ' | =| 
, 
me \ ai 
: ; ; ome f 
it a ve . sla adel | Bd ‘ a 
Ct ete a ke | y Or LA fe eg CeO “TIO Aw 
* ii 1 nl 
7 sad ~ 4 r < 
DP OweLe ‘ dA EQD Of] BEW DSeTaes Ob..ogs SeRBD i 
x 
i ark 
. + pg ty » | hy Pa ne 4 ow : J “ } i rd j 
Oltasiger siletbaretotsmn tow, ad tud, estas ul frie 
= 7 
, * a? ? i. £ \ r 
pax ) FL rage ys a ie fae See ss: ts @ iy _* oo abot vq 
_ , Ee Pin pl é 4977 oe se = al¥ + 
tS fepergqal eldadoig edi ~Ofidng add od 
4 (? 1 
i % 
ie * ae & rdo an @ - se , > > os 
yore 6 ef dotdw .pbsetd seusoad tend Bew 
™ 
ga od nf sew , marl 
Pa 
? E ; Big) i Tecy erode BNA vir: i f 
- \ i 
hen tan , ¢) sal i m Io 
‘ 
ie 
e ‘ > - 
* : ‘ / A! sa aw 
/ - asl x ws 
‘ t hist oe H Oris wor 98 Ba LOY. wow 
7 4 
> a ° > p re ~ o¢ Pw ll = . a 5 P hm ae as F 
my 28. Sifii hae he pte noobrmescesd sal ipa: 
s és i 
Tt Oe om 5 Wm. TO sofsq ere sitoubet ¥ilelinaggecuse 
| ‘ - tia. » > b rr P . ° + (h ft. i) ‘sa G ; 
cane dae ; mn ® é ’ 4 vw mig V a fad) | ay 74 i VioTings I 2) io ROW 7 
2 
iy i") 
: wl Me iw ; > ‘fea 
» | f Ae Bowe fois Jeat Toacai tateaty 
7 


" , 
' OS vere ra we Nis BURT. SAIxOo oly Salt. bes ilealtoege a 


tict whhntuts. teed event ew godw widgets Yildes as ‘eR, 

i ry J 
, 22 aR phee- Bode diem. Io. potiosty. ant gedt panigsom~ 
ois ‘heged 25 sug) sade state io. baese ot ae de! 
- 


row i eit dotew sania. DID wie bd Lbaag av hase reqace = 


etoed whe ne dos eas bey dog hid spovioaaede oe 







1 a9 art 


sb ae agate mide ak ad. tia Ad 9 neon bas net 2 ent 


osha wey sk amends 





196. 
certainly it is very damaging to the reputation of the 
bakery industry. 

Mei eDAJOURS  Ls.i5 your Opinion that the con- 
sumer is really being misled by such price-cutting? 

MR. HEAGLE: Very much so, 

Mie. LALOLES: Bo you think that when \4a loaf iof 
bread is being sold at 10 cents instead of 15 cents or 
19 cents that the consumer, that is, the ordinary con- 
sumer, believes that they were robbed when they were 
paying 19 cmts? 

MR. MORRISON: They certainly do. 

MR. HEAGLE: They certainly Fy: and they tell 
US SO. 

MR. MORRISON. It tsevery difficult. to. justify 
ite.) Lh Colher words., ib ds “meam competition. 

MR. LAJOIE: Now at page 19 are you suggesting 
that the Government should institute a new inquiry 
entirely into the. problem which you raise in the third 
paragraph on.~wage 1/7, an enquiry to. determine whether 
or not and to what extent the public interest in this 
country is in jeopardy as a result’ of the operation by 
merchants of their ow manufactories such as baking? 

MR. MAY: Yes, that is certainly what we are 
suggesting; we feel that that question we have been 
going over has never been properly dealt with before 
boards of ingiry Sugh 98 bole, andwethab only the par- 
tial story of the cost has ever been disclosed. 

MR. LAJOIE: May I draw the conclusion that the 


real problem is there and not in loss-leadering? 


MR. MAY: But that has to do with loss-leadering. 
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How are you going to isolate this particular recommen- 
dation from loss-leadering? We are talking about loss- 
leadering and nothing else. 

MR. LAJOTE: Could it not be that a store, let 
us say, can operate its own manufacturing plant at less 
cost without making any profit on that possibly, but 
just supplying its ow store? 

MR. MAY: 2% is not possible for a chain store 
to make bread any cheaper than an efficient baker. 

MESULAJOIRE SBotpit wis possi bis for im to» re-~- 
quire a smaller profit? 

MR. MAY: Not necessarily. He will have to 
have what profit he requires to operate his business. 

MR. LAJOIE: Yes, but possibly the operating 
costs would be lower if it is all thrown up in one 
Single business and one system of accountancy. 

MR. MAY: i youdo GivaG,. we she lio rind out, 
institute the inguiry and let us find out what the 
costs are and whether he is that much more efficient 
than the says he is. 

THE CHAIRMAN: Gentlemen, I do not like to 
interrupt but we have a little problem on our hands. 
It is quite clear we will not finish dealing with this 
presentation Lies moraine ae tb 2s. howe bout 2 lS, 
and we also aes gentleman with us who desires to 
present his brief and who has to catch a plane to 
Toronto this afternoon. He informs us that he needs 
avon, Lo minutes. “Liwonder, theretore, if we, could 
interrupt this presentation now and hear this other 


gentlenam's presentation for about 15 minutes, and 
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then we will have the luncheon adjournment and come 
back and deal with the balance of the consideration 
of this brief. Will that be satisfactory, gentlemen? 

MR, HEAGLE: Yes, Mr. Chairman. At what hour 
would you like us to return? 

THE CHAIRMAN! You are leaving now? 

MR. HEAGLE: Yes. 

THE CHAIRMAN: Then we had better make it 2.30, 
bo. Dey Cute, set ese Tibi nies 
--- The hearing of the presentation of the National 
Council of the Baking Industry was then adjourned 
Lid a. SO Pl 
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199. 
RETAIL TOBACCO ASSOCIATION OF THE PROVINCE OF QUEBEC 


Lee RL ee 


REPRESENTED BY: 
Mr. H. J. Gorfinkel. 

THE CHAIRMAN: Perhaps you would give us your 
full name and whom you are representing? 

MR. GORFINKEL: The full name is H.d.Gerfinkel, 
Honorary President of the Retail Tobacco Association of 
the Province of Quebec, speaking on bebeade -on' 27,000 
retail tobacco outlets in the Province of Quebec and 
approximately 90,000 retailers across Canada involving 
close to half a million people. 

THE CHAIRMAN: Your position is with the Quebec 
region? 

MR. GORFINKEL: Yes, with the Quebec end, but 
we tave been approached from all parts of Canada to 
state our position and keep the question of our problems 
before you until such time as you can establish your 
findings upon a definition of a cut price loss-leader. 

MR. WHITELEY: What is the actual membership of 
your organization? 

MR. GORFINKEL: Anywhere from 150 to 200, when 
they attend meetings, but most of them being very sma 11 
retailers woo have to do their own servicing and look 
after their own establishments, they never have time to 
attend a meeting and so it is left to a figure of member- 
ship in the neighbourhood of 150 who have their interests 
at heart to come here and acquaint you with the facts. 


MR. WHITELEY: Is this membership confined to 
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any particular district? 

MR. GORFINKEL: To the Province of Quebec, 
mostly Montreal, Lachine, Outremont, Dorval, St. John, 
Quebec City and the Laurentian district. This Associa- 
tion was one of the original associations established 
some 20 years ago. We had a deplorable situation where 
some of these little insert cards were placed inside 
packets of cigarettes and were used as premiums and as 
a result a small group of retailers, about which you 
Mig urea lat a laber deve, send also an une rier, 
took over the public relations om behalf of these re- 
tailers and protected them on orderly merchandising. 
Our organization during those years laid dormant until 
the abolition of price maintenance when the evil and 
unethical practice of loss-leaders became predominant. 
That is the problem which I want to put before you, for 
a dual purpose: firstly. as youcare covering Toronto 
previous to having our brief, it might give you some 
of the information about which I heard this gentleman 
here making inquiries, which will help considerably in 
solving our problem, possibly along with numerous other 
problems; also there is the emergency which has pre- 
sented itself due to conditions where a small retailer 
today must either meet his bills or go out of business. 
He cannot dand by at present although appreciating the 
fact that this Eres ear he knows definitely, will 
find a solution to what is a loss-leader or what is, as 
the gentleman said before, a cheater leader seller, 
That is a very good term. He cannot see how he can 


maintain his position, pay his bills, carry om the 
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business and so on. But, pending that decision, he has 
not the resources of these big organizations, or the 
capital to withstand this severe shock which is facing 
him today. The shock consists simply of this, that at 
the end of the day when he adds up his cash he has not 
got enough to go ahead and pay for his own existence, 
leave alone, his overhead. . "Under the con- 
ditions that were existing at one time a small merchant 
who was selling tobacco, which ranged anywhere from 45 
to 74 percent of his gross business according to the 
Director's findings, earned from 11.81 to 15 percent. 

T am not going to dwell upon figures; it is more or 
less to give you an outline. 

MR. FAVREAU: These figures will be supplemented 
later on? 

MR. GORFINKEL: Yes. They are in the Director's 
book right now, so you can check upon them. To be exact 
he earns 11.81 percent today on every dollar's worth 
of cigarettes he sells, providing there is no unethical 
practice of loss-leadering. To make ourselves clear, so 
that we should not be misunderstood by the consuming 
public of Canada whom this retailer serves to the extent 
of 85 percent of tobacco products which are sold 
in Canada, and so that consumers should not feel that 
we are looking for anything that we are not justified 
in asking, in 1939 when cigarettes were 20 cents a pack- 
age, the little retailer made a profit of 3.6 cents on 
a package. That is not in the book. The book is 100 
percent correct in everything it says, but it is subject 


to 25 percent being contradicted, because the information 
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that is given as far as the 25 percent-is concerned is 
just the information which the individual sees fit to 
Give youe He gives you the thing from his point of 
view. He is not going to say anything detrimental to 
himself, but as regards the other findings, the Director 
took the necessary means to find out and they are 
accurate. 

in 195%, atthe present time, or) previous to the 
last budget which took place in the early part of 1953, 
his profit had been reduced at that time equivalent to 
15.3 percent gross profit on his sales. Now, in 1954 
he is earning 11.81 percent providing there is no loss- 
leader selling. He is earning the equivalent of 3.90 
cents on a package of cigarettes, which has increased 
in price from 20 cents to 33 cents, which is approxi- 
mately 66-2/3 percent. 

The reason I am bringing these particular 
figures out is so that the consuming public will know 
exactly the position of the small men, and the consumers 
leagues in Canada will know we are not looking for any- 
thing out of the ordinary. 

The question is where is the retailer heading 
for until we get the findings of this Committee. fThis 
Committee will report within a few months to the 
Minister of Justice, and the Minister of Justice in re- 
turn will report to the House, and then they will decide 
what can be done. But in the meantime the small retailer 
isfacing extermination. He cannot pay his bills; he 
has no grub for his family, and no milk and so on. He 


is losing his reputation, he is losing his faith and 
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his confidence. He has not got any unenployment in- 
Surance to fall back on because he does not come into 
that category; he cannot go into another business be- 
cause his finances are exhausted. He cannot go ahead 
and transfer to another industry, in the manner of 
getting a job as is usually suggested when any one in- 
dustry becomes dormant, that another type of industry 
will absorb him. The reason is simply this: the major- 
ity of these small retailers were possibly civil ser- 
vants, possibly veterans, possibly office workers, 
possibly labourers who unfortunately have had a heart 
attack or something like that. It is the small men 
who make up the little retail tobacco merchants who 
operate a store, and work from the wee hours of the 
morning to wee hours of the night giving the public 
service. It is made up of a man who possibly was a 
civil servant or a veteran from the first war or the 
second war, a truck driver or qa labourer, who has had 
some ailment, it might be heart failure, a heart attack, 
bursitis, arthritis, or some other hee, and he has to 
get a means of livelihood. He may have been given an 
annuity.or a. pension. from his old job, and,he, has in- 
vested this particular little annuity ina corner 
tobacco shop. 

MR. FAVREAU: Now that you have got to that 
point, may I interrupt you for a moment. With regard 
to these small retailers of whom you are now talking, 
are they specialist retailers in merchandising tobacco, 
cigarettes and cigars and all that, or are they also 


people who have a grocery store or candy store? 
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MR, GORPINKEL: Candy store and a tobacco shop, 


and a magazine and knick-knack shop, 

MR. FAVREAU: When you talk about your 90,000 
members for whom you are speaking now, these are not 
all specialized tobacconists? 

MR. GORFINKEL: They can be or they may be. 

They represent 85 percent of tobacco products sold in 
the Dominion of Canada. 

MR. FAVREAU: JI know, but what I am interested 
in are the types of store. 

MR. GORFINKEL: There is no such thing as a 
tobacco shop. There is no such thing and there never 
was. 

MR. FAVREAU: So they include any one retailing 
tobacco? 

Mite GORPINKE EY” Yes, an the proportion which 
stands in that book, anywhere from 45 to 69 percent of 
the volume is in tobacco sales. 

MR. FAVREAU: Of their total volume? 

MR. GORFINKEL: Yes, that is right. These smll 
merchants are the ones who carry on this type of 
business, and if they happen to go bankrupt, which they 
all will not do but a major part of them might until we 
get the findings of this Commission, they have no re- 
course to Unemployment Insurance because they do not come 
into that category. They are left helpless because nobody 
will employ them. It is not ths usual case of an employee 
who transfers from one industry to another. They may be 
invalids or possibly they are not capable of working. 


They include people of anywhere from 45 to possibly 65 or 
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70 years of age. If they reach that age they are 
fortunate to fave 40 dollars a month and they have no 
other recourse but losing their pride, their self -coh- 
fidence, oe getting nothing; more or less but sympathy 
and charity. They certainly do not want sympathy and 
they certainly do not want charity. They want the ways 
and means of earning an honest, legitimate livelihood 
and to be able to feed their families. 

There are seven factors who control the 
tobacco business in Canada; first of all there is the 
farmer, second there is the manufacturer, third there 
is the jobber, fourth there is the jobber retailer, 
fifth the chain grocery store am sixth the small mer- 
chant who is responsible for 85 percent of tobacco 
sales to the consuming public and the biggest partner 
of all is the Governmamt itself, who, from the selling 
price of every package of cigarettes, takes 66-2/3 per- 
cent right off the top before ever it leaves the factory. 
Before the cigarettes leave the factory, the farmer gets 
43 cents on a package at the rate of 90 cents a pound, 
two and a half pounds to a thousand cigarettes. Then 
there is the other approximately 4 cents or thereabouts 
which the manufacturer gets for manufacturing,labour, 
advertising, packing, shipping, freight and so on. That 
brings you up, allowing 18 cents to the Government, 9 cents 
for the manufacturing and the farmer to 27 cents, and 
between the wholesale jobber who sells to the small mer- 
chant and the small merchamt there is a difference of 6 
cents left. That leaves a difference of 6 cents between 


that and the retail price, and this 6 cents is what 
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everybody works on to make a livelihood. At the pre- 
sent time, these people are selling cigarettes at 
one-tenth of a cent per package loss. The retailer 
pays 29.10 cents and he is gelling at 29 cents in the 
Provinee of, Quebec. It is slightly better in the City 
of Ottawa. Het ia Dilockma way, as a areve, up here, 71 
stopped and went in to one store and another store, and 
I found that they are selling at 30 cents. Their margin 


is slightly better. They make 9/l0ths of one cent per 


package at cut prices, or approximately about 34 percent. 


The argument came up previously, or the dis- 
cussion, as to what it cost to do business. A small 
retailer is perfectly content with 15 percent. He was 
not arguing about the 11.81 percent which he is making 
today because there are some additional allied. lines, 
but we definitely know that he cannot stay in business 
at 11.81 percent. He must have other merchandise to 
sell, It may be that he makes it either from selling 
postcards, pads of paper, a toy bazaar, school supplies, 
birthday cards, and all sorts of cards. 

We also know that the chain stores are selling 
this merchandise today as a cut price loss-leader, or 
we claim as a cut price loss-leader, on a gross profit 
of 7.7 percent, which means that cigarettes arse sus- 
taining approximately a 7.3 percent loss or close thereto 
because we say it costs them 15 percent to remain in 
business. I might give you this information if you 
really want it and if they cannot furnish it to you. 

I can give you a statement in regard to one of the out- 


standing food chains who do a business of approximately 
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a hundred million dollars worth of merchandise. This 

is of minor importance but I would say it shows that 
they do business at a cost for merchamise in 1952, in 
case you might want to refer to it this afternoon, of 
102 million dollars and some few thousand, which costs 
them $14,396,000 to do business on. That is what it 
entailed in expenses on cost of goods before they earned 
their profit -- I am not talking about selling prices 
which profits are established upon. Selling cigarettes 
at 7.3 percent shows a loss of 7.7 percent. Thais well 
be in the bier, but secing that it came up I am just 
brineine it lout. 

Pending the findings of this Board and the re- 
commendations there must be an emergency situation de- 
clared im wome way or other to give these small retailers 
a chance. 

It seems quite stylish nowadays to quote 
scholarsof wisdom. As recently as Monday the Premier 
of Canada quoted the Pope in 1948. Well, we will go 
back further on behalf of the small man and we will 
quote a Pope ofmcenturices backs’ DT believe it might he 
Pope Alexander, or at any rate one of the eminent 
scholars of the day who said that a just and equitable 
prorit must be given for a «commodity or ‘a service. In 
those days they did not have price ee nee aa and they 
did not go ahead and have price restrictions, but théy 
saw the necessity of giving the peasant, the farmer, 
the merchant or whoever the person might be, a price 
so that he could get a just return in order that he 


might go ahead and not have to hang his head in shame. 
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I suggest that we can take a leaf out of the scholars 


of wisdom of those days, because the Prime Minister is 
still taking leaves from theescholarly individuals, and 
the Pope has taken it from the days gone by when they 
have turned around and given us an inkling of what is 
facing us nationally today. All we ask is a just and 
equitable price to go ahee on behalf of these small 
dealers, and maintain our position. We deplore the 
fact that this situation of cut prices has come about, 
but we do know that now this fact has been brought up, 
we are going to face it. You, cannot go ahead and 
establish price maintenance, which we believe possibly 
is the solution to lower prices for the buying public 
or else the Government would not have enacted it, with- 
out establishing definitely what a loss-leader is. 
Under the Combines legislation, minutes of pro- 
Geedines and cvideonce, No.4, of Tuesday, November 7th, 
$0515.00 extUrect irom tis Joint Trade And Labour Congress 
of Canadats submission: 
"One possibility your Committee should 
KOCD LT MLN serene 
May I file this in order to save you time? 
THE CHAIRMAN: I think perhaps it would assist. 
MR. GORFINKEL: It goes on to say -- I will just 
read one sentence —- 
"One possibility your Committee should 
Keepin mind and) in whe opinion of 
this Congress, make every effort to guard 
against, in any amendments that may be 


suggested, is a swing of distributive 
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"business away from the smaller out- 
ee and a concentration of such trade 
in a few very large establishments." 

That is exactly what has happened. They do not 
have to make any money on selling of Shree res. in the 
majority of chains. That business represented in the 
early 1940's approximately 3.10 percent of theirbusiness, 
and it will not show a noticeable increase in percentage 
on their gioss turnover because it is only used as an 
enticement to get the customer in so that he buys 
additional merchandise. Today the individual only goes 
to the small shop to buy a package of cigarettes, 
occasionally. What happens is that his wife has gone 
into the tobacco business now. She says to him: "How 
many packages of cigarettes will youwant this week? 

How much do you pay for them -- 33 cents? Well, suppose 
i buy you your cigarettes", She would not do that be- 
fore because they come out of her house money, but as 
long as he is buying them, she does not mind. She goes 
down to the grocery store am buys them and puts a 
package in his pocket. The only time he buys a packet 
today is when he runs short and needs them. At the end 
of the week he has consumed, let us say ten packages, 
and she has made 30 cents on the deal. She buys choco- 
late bars for the kiddies and she stops that out of her 
budget. That small storekeeper in the past had the 
opportunity of having the man come in and buy a package 
of cigarettes, buy a comic, which has now been abolished, 
or buy a magazine or a chocolate bar, but today he has 


Lost that business. 
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Gent lemen, we have got to go ahead and take 
precautionary measures pending the findings of this 
Board to recommend to the powers that be what is a just 
and equitable price, which, as we know from the days of 
the Roman Church, was what it was said should be practiced, 
and it should be practiced today. Pending the findings 
of this Committee, some system of fair and orderly mer- 
chandising must be maintained, and nobody then can lose 
anything. The consumer will not lose anything. He is 
not losing anything right now other than being enticed 
to buy other types of merchandise. Every conceivable 
type of individual in the City of Montreal is in the 
cigarette piano a although they do not belong to its 
there is the barber shop who sells them in order to 
get the fellow to come in to take his semi-monthly or 
monthly haircut, am there is the shoeshine parlour, 
the watch repairing establishment, the tavern, the 
restaurant and so on; they all display loss-leaders. 

If you want to know how it affects the small 
person, there is’ se little tobacco store right here on 
Wellington Street, and I believe from the information 
i nave got that they are sutfering very much due to the 
unethical price-cutting which is going on, due to one 
chain store opening and having a cut price, a drug 
store following, a restaurant following, and so on. It 
is deplorable, “aud we must say to the powers that be 
that orderly merchandising must be maintained so that 
these retailers can stay in business and pay their bills 
until we get the findings of this committee, and in order 


that they shall not lose their faith, their backbone and 
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their courage to go on. It is the small man for whom 
we are appealling today; it is the small man of yester- 
day who is the big man of today, and it is the small man 
of today who is going to be the big man of tomorrow, and 
woe Must protest fim, Possibly i 18 nob ‘the invalid who 
is going into the tobacco business today who is the man 
who can be expected to be the big man of tomorrow, but 
he must give his offspring the benefit of the institu- 

tionsin a country so vast in resources as ours, to give 
then the bread and the milk and so on in order that they 
can be the big men of tomorrow. VRS LS TO 61 
appeal to sympathy from the point of view that these men 
want sympathy, but they have to be given consideration 
right here and now -- not by this Committee, I am not 
putting the onus on you, but recommendations should be 
made to the powers that be to see that those men are 
given a shot in the am. If I may put it in this way, 
when a man is very sick and the doctor takes some X-rays 
and sends him to the specialist, he gives him temporary 
Toilet Until he sees the X-ray results, and thato is. what 
the small man asks today. 

IT think I have given you a pretty clear picture 
Of Our pesition, 

MR. FAVREAU: in your brief, I presume that you 
want to show us what the picture is in each area. Take 
the City of Montreal, for instance, which might be re- 
presentative at least in one case. Do I take it within 
each of these areas you will tell us what are the number 
of outlets which you claimere retail tobacco outlets, and 


among these outlets what is the number of outlets thet 
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essentially deal with tobacco -- 65 or 66 percent, as 
you have said -- because you understand tht this has 
quite an important bearing upon the question because if 
we have 90,000 dealers who retail tobacco to the extent 
or 2 peréent or 3 percent, any price reduction might not 
have too much bearing, 

MR. GORFINKEL: It is all the chain stores 
ahd the volume it is 3 percent or thereabouts, but 
bearing in mind that it is done on a business of 100 
taliion “dollars odd, Lt 1s “an important” Pactor? “ror 
the small man, just like in the bakery business, per- 
centages vary considerably, but it is the small minority 


which counts. “In this particular case this is all being 


done gratis by a few of the larger manbers who have 


taken the onus on their own shoulders and the reason 
why they have done so is not so much because the shoe 
pinches them right now, but they know that what is 
happening to the small man today is going to happen to 
them tomorrow. They have undertaken this along with 
certified auditors who have given their help in trying 
to get the information such as you requested in your 
Levver; asking Us to eiverthis, that and> the other 
thing. Prectically speaking, that information is next 
to impossible to obtain from the small came as to how 
much he sold of this and how much of that, but we do 
definitely know where the business has gone and that 
tobacco products are distributed to the extent of 85 
percent through the small man. We can only give you 
right now the figures which we have got, and British 


Columbia has asked us to go ahead and give our figures, 
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because they are affected in the same way. The Director 
has pretty accurate figures of what has taken place in 
British Columbia as to the wholesalers and so on. 

The figures as to these chains will vary. It 
does not follow necessarily that the terrific increase 
in the sale of cigarettes is going to show, because 
that as going to be drowned out by the terrific increase 
im the s@les of the other things: which he sells. We 
know that-if he sells $300 worth of cigarettes and 
increases that to $600 worth, and he sells groceries 
to the extent of {600 and he increases that to $1,200, 
it is not going to show a big increase in the dollar 
worth of his Cigarettes, Dub the Has an inereass. in 
groceries which we know he cannot afford to sell at less 
than 15 percent margin of profit. In one season he 
might get vegetables at higher prices, but we know that 
he needs 15 percent. We do not have to go looking too 
far because we can very easily get the public chartered 
accountant's statements, and they will show you that and 
they are pretty accurate. 

If there is anything you want to ask me, go ahead 
and ask me. We are going to try to give you as precise 
a brief as possible showing exactly what loss-leaders 
mean and what they are. We are fully convinced on one 
point and that is that you cannot buy an article at a 
Cellar and" Sélierit vet SlsOl and not be 4 Loss-leader. 
That is obvious to a school child. We know that before 
some of the members of the Governmat and the MacQuarrice 
Committee felt there was a problem there but they did 


not know how to handle it. Today you cannot go ahead 
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and have price maintenance abolished and not have some- 
thane Like this coming along, 

As regards what constitutes a lass-leader, you 
might go ahead and say: well at least 5 percent. That 
is ridiculous; you might just as well not say anything. 
5 percent above cost should be the basis of what a loss- 
ieader is when. we see that it takes, 15 percent in order 
GO CO DUS Ness. i Chain Store. Now, losay ohas here, 
“nat We must go, ahead, and if ib ie at all ee 
have this Commission recommend to the powers that be, 
whether it be the Minister of Justice or whoever it 
might be that orderly merchandising be established in 
some way, shape or form, so as not to step on the bocs 
of the fair trade restrictions which have been abolished, 
pending the findings of this Committee. There is nobody 
mora qualified than this Committee to go ahead and make 
the recommendations after listening to me on behalf of 
these retailers. I know that I camnot go ahead and sit 
down as an individual and argue the pros am cons, but 
TeoniInk cuis Commatree can. .atd J think the smal) re- 
tailers across Canada are entitled to that consideration 
today from this Committee in making its recommendations 
GO 'the powers that. be. 

THE CHAIRMAN: Thank you. Ll expect that we shall 
need a good deal morefactual data before we can think 
of making any positive recommendation to the Minister, 
because the Minister simply could not be expected to 
act unless we give him chapter and verse to show why 
something must be done, and we shall need the figures 


which-probably you will.be giving us in your brief 
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before we can consider doing anything of that nature. 
Also there will be other organizations of tobacconists, 
retailers and wholesalers, who wish to appear before us 
both in Montreal and Toronto at the hearings which we 
WELT Dé holding vin those cities in the next two weeks, 
and we hope to get a good deal more information that 
Will be helpful. 

MR, GORFINKEL: In the Province of Quebec, 

wholesalers! sales are dropping at the rate of $2,000 
a veck, end Our Logsies,, (in the first hres montis of 
this year, by retailers going bankrupt were as large in 
those first three months of this year as they had been 
for the woole year in 1953. In that deplorable situa- 
tion there must be, without exact findings as you say, 
some type of appeal that could be made for orderly mer- 
chandising pending your findings, even until we get the 
report... I am not saying go ahead and say you can do 
just what you did before; we are not looking for that, 
we are looking for an appeal to the Minister of Justice 
that pending the findings of your Committee the small 
dealers and everybody else concerned should maintain 
orderly merchandising, even if it has to go to the extent 
of going back to the old contracts between buyer and 
seller providing it is submitted first to the Director 
of Prices and so on to see that it is not abusing the 
privilege of being able to buy merchandise at the lowest 
Laut, ust DrLeo. The fairest, Just orice Te-not @.cus 
price or an unethical loss-leader or a cheater loss- 
leader as our friend suggested, and it isa good term 


because in a sense it is cheating. I know you can grind 
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chee 
hamburger and if you put a little bit of bread crumbs 
in it you can get a price that is higher than if you 
use all meat, and nobody knows the difference. 
THE CHAIRMAN: Very well then, we will adjourn 
now ume 12.306 
--- Whereupon the hearing adjourned at 12.50 P.M. until 


230. 
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Upon resuming’ at 2.30 P.M. 
THE NATIONAL COUNCIL OF THE BAKING INDUSTRY 
(Continued) 

THE CHAIRMAN: Mr. Lajoie, have you anything 
to add? 

MR. LAJOIB: I have a few more questions. I 
would be glad to have some clarification, if I may, of 
page 4 of your brief. At the bottom of the Table you 
give of Independent Grocer's prices and Chain Groceterias' 
prices, vnese apply, understand, tO the same item and 
Ghevsame abrat Of Ibéems., that 18° to say, Chase & Sanborn 
Goifee on the one side and the same on the other side. 
Am I right? 

MR. MAY: They are your figures, not mine. They 
are taken from the report of the Director of Investiga- 
tion and Research, and they are on pages 273 and 275 of 
the Director's report. 

Me LAJOLEs inat ts Mien, so vl take the liberty 
of drawing your attention to the third paragraph on 
page 271 where it sets out the prices charged by a 
group Of independent erocers Tor the same items, so 
Diey are tive sale items on Ss brand* basis. Now, if we 
go to page 5 of your brief it would appear that when you 
compare the independent grocers am direet bakers' sale 
prices of bread with the chain groceterias' prices for 
bread, you are comparing two different brands of bread, 
while if you had compared the prices for the same brand 
there would not be any difference in price. 

MR. MAY: You have to remember this, that bread 


is bread, and that brand means probably less in the 
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merchandising of: bread than it does in regard to any 
other commodity. A Loaf of standard white bread is 

an article of food and is not substantially dissimilar 
whether it bears the brand of a chain store or whether 
it bears the rand ofa baker, so you are substantially 
comparing two identical products. ie chem stores do 
not manufacture on their own account all these other 
items we are talking about, and they do not merchandise 
them under special brands, generally speaking. 

MR. LAJOIE: I just wanted to make that clear 
because actually the figures on page 4 of your brief 
compare the same brands while on page 5 apparently they 
are different brands. 

MR. MAY: But they are the same product in 
SScontem vie Same essential product. 

Meo AgOLE: Ir you pomparoy les Mer say, Lone 
brand, Of coffees with enother brand of coffee, it is the 
Same product put yetedt tecacdifferent brand tandytners 
are different prices even in the same store. 

Wie MAYS With respect to coifee, not ereatliy 
GPirereng. 

MR. LAJOIH#: You mean the quality? 

WReeMAYs There is very Little differences in the 
G@ualivyuorecoites, on that particular product. 

Tae CHeIRMAN: Om ‘price. 

My MAY weAne nob mach tin price. 

THE CHAIRMAN: I know one or two brands seem to 
be a good deal higher than others. 

MR. MAY: I think you are right but the point 


should be made that brands are relatively less important 
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with regard to bread than they are with regard to any 
other products. Peres 18) M0, Gu6s01 on: at all that the 
store branded bread is essentially a good loaf of bread 
just as is the branded baker's bread. 

MR. LAJOIH: But how is it that the chain stores 
will sell both brands of bread and people will pay 4 
cents more for the branded type? 

MR. MAY: It could be related to many factors 
but it is probably related to the magic of advertising. 
Bakers are advertising their brands and the consumers 
accept the advertising and they go in and demand that 
brand because they prefer it, and pay more money for it 
as compared with the chain’ stores' brand. 

MR. LAJOI#: Did I understand you correctly 
this moming to say that bread by different bakers, 
though not entirely of the same type, is made with the 
Same ingredients and so forth? 

MR. MAY: There are probably no two loaves sold 
that are identical with regard to formula. They vary 
with regard to formula. 

THE CHAIRMAN: But your contention is, as I under- 
stand it, that as between the private brands which are 
used by some chains and the baker's brands, there is 
really no substantial difference im quality? 

MR. MAY: No. 

THE CHATRMAN: And that people might be expected 
to buy one as much as to buy the other insofar as quality 
is concemed? 
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chain store is slightly lower or somewhat lower in 
quality; but generally speaking a loaf of bread is a 
loafeof bread, and there could not ‘be ‘anything more 
than’ a fractional difference in the cost of the two. 
MR. HEAGLE: There is however, one point, we 
probably should make clear and that is that each loaf 
of bread will have its own distinctive flavour, and 
that is frequently the determining factor as to why a 
person would select as between one loaf of bread in 
preference to anot her. 
MR. MAY: Answering your question broadly and 
in the sense in which you are asking it, there is not 
really any substantial difference between the specially 
branded bread and the private baker's brand in the 24- 
ounce loaf. 
MR. LAJOT#: Now you say at the bottom of page 
19 and the top of page 20: 
"Two of the largest bakers in Canada 
today are manufacturing and distributing 
on the basis of our best estimates, each 
approximately twenty-three million 
aollers wort hh of, breads 
You mention the profits and compare then on the basis 
of the volume of sales. Would you have, by any chance, 
the capital stock or the investments im those companies? 
MR. MAY: They are both published statements and 
I can get the information for you, but I hope you will 
allow me to say this that business generally regards the 
true and proper measurement Or YprorLoetrolbe Ln pernst of 


sales. It has to be related in some way to capital 
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invested, but 4 business man ne by amd Taree, Asi st 
upon recognizing as the true measure of profit, the 
doliar sales value of the’ goods that ‘he sells; ‘and with 
good reason. If a man invests so much money in a plant 
eramne Buns view plent three -or four fours a day, ne 
does not deserve to have the measure of profit return 
which another man might get who invests the same amount 
oF money “in the plant and runs that plant 23 or 24 hours 
aday. A business man will always eed all the 
economists in the country notwithstanding, that the 
vrue Measure of “prorit 2s ‘in terms ‘or "sealed. iivery- 
thing in business is dependent upon the point of sale. 
Tie waole “purpose “or buSiness “is to’ maké“@ seaie , and 
the measurenént of profit should be at the sales level. 
However, I can get you the capital figures if you want 
them. 

MR. LAJOIE: - Yes, I think the Commission would 
like to have them. 

MR. MAY: As an aside, I may say that both 
these companies invested more money in new plant in 
the two years in question than they derived in proricus. 

THE CHAIRMAN: Mr. Te I am somewhat interested 
in your argument that the whole attention of business is 
directed towards the point of sale, and that it is the 
profit as a percentap of sales, with which they are con- 
cerned, rather than the profit on invested capital. 

. Many of the business organizations which exist in this 
country have share capital in which people are expected 
to invest. Do not you think that it is the return on 


the investment which they make in which they are interested 
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rather than-the profit on a particular item of sale? 

MR. MAY: There is of course some basis of 
relationship between invested capital and profit margins 

THE CHAIRMAN: From the point of view of the 
person investing capital I would think that is important. 

MR. MAY: Of course, you might buy bonds in which 
case you do not participate in the profit on sales. 

THE CHATRMAN: That is true as regards bonds 
as distinct from common stocks, but wherever you have 
anyanvestment “ofsarisked, capital, 2b is <the return on 
that capital which the people investing are looking for. 
If they think they can make, 6, 7 or 8 percent a year 
and get that by way of dividend, they will be satisfied, 
and they will not be so much concerned, it seems to me 
as to the exact rate of profit on each sale that is made 
so long as there are enough sales made at that profit to 
proijuce than their 6, 7 or & percent. 

MR. MORRISON: But for all: practical purposes, 

I think it is the accepted custom in this country to 
base your-operations and judges all your selling’ prices, 
COnSselLl your selling: prices and everything, on the, basis 
of profit per sale, 

MRetMAyss Youvsare quite: right that from an 
investor's standpoint you must think in terms of the 
return on the money you invest am that is often deter- 
mined by the stock market value of the stock, not re- 
lated at all to capital invested. ltven mrket values 
are determined by earnings rather than capital involved. 

THE CHAIRMAN: . Yes, that is what I mean. The 


return on your capital will determine the market value 
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of your stock and the likelihood of your getting any 
additional capital if you want it. 

MR. MAY: Yes. The economists insist upon 
having the return upon capital, but business will always 
think in terms of the profit on sales. It is inevitable 
for a man managing a business to think in that way. You 
have two sides to the question. 

THE CHAIRMAN: I quite appreciate that with 
respect: tor the gross profit on any arbicle, sold, but 
I would have thought in the end you would want to get 
a reasonable return on the invested capital, and your 
Siaretioldens: while noti Like <b it youido not. 

Maw MAYS)” The profit im terms of the metpurn: on. 
sales in a well-managed business at a high level of 
Operations would be substantially higher than what you 
might judge to be a reasonable return for the amount 
of capital invested. 

THE CHAIRMAN: It might also work out in this 
way, speaking of the percentage of profit there ig on 
the sale of your articles, that if you have a product 
that turns over very rapidly, that turns over 20, Or 3:0 
or 50 times a year -- and I think in the case of bread 
it is a lot more frequently than that -- you do not need 
as big a percentage on each gale in order to have a 
pretty good return on your capital at the end of the 
year, aS you Go where your pro dzct only bums yover once, 
twice or three times a year, because you make the profit 
a number of timcs in the course of the year. 

MR. MAY: That is true with respect to the sale 


of the product, but it is not quite so true with respect 
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to the manufacturer. Supposing a business is manufacturing 
something that only sells once or twice, television sets, 
VOW say.” wrouvand Tyas “cousume ray will. only uy 
once, twice or maybe three times in our lifetime. 

THE CHAIRMAN: Or not at all. 

MR MAY? “Or notvat airs LT fave mot bougit one. 
The man who is making that product is making 200, or 
300 a day; he has to have, or he wants, a return of 
prorat. om sales Of 200" a day. The man who is baking 
bread, even though it is eaten every day, and you will 
buy 2O0ror S00 Tos ves Or Uredd “a year, has “vo seu" his 
return on the number he is making today. The man who 
if Meine wetevVisLonssets, Ne Has to nave ilb every day. 
He is Just not selling them to the same people, “but “he 
is still making them every day, the game as the baker 
is baking bread. 

THE CHAIRMAN: He needs to make as much money 
every day but he does not need to make so many articles. 

MR. MORRISON: Do not you think that my statement 
that my net profits this year were less than 3 percent 
bears out what we are trying to argue? 

THE CHAIRMAN: I think you said that was on 
sales? 

MR. MORRISON? © Yoo. Dt youvget any Lower than 
that you disappear. 

THE CHAIRMAN: I could imagine a case in which 
a profit of 3 percent on sales was mighty little on 
your invested capital, but in other circumstances it 
might be a pretty good retum. 


MR. MORRISON: It might ‘be, yes, bub It is pretty 
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close operating -- too close for comfort. 

MR. LAJOIE: Mr. May, could you give the 
Commission any supporting evidence for the last para- 
graph at the bottom of page 21 where you state: 

"Loss=leader pricing of bread is subsidized 
by the higher price charged customers 

who do not have access to the loss-leader 
areas." 

MR. MAY: Well, I do not know what you mean by 
supporting ev@dence, but I ara that is a statement 
which is accepted as being true by the majority of 
Bekeors Lathes country. tan Serve you just thre Litt te 
bit of supporting evidence from one of the largest 
bakers on the West Coast. It came unsolicited after 
Ted Lurirished ham with scopy Or chas briereror Wis 
comments. He said this: 

"T have not much hope that we will get 
any relief at all from any source other 
than from 4 fair trade Board, 
and then he says this: 
"T have always contended that if chain 
stores would sell bread at a reasonable 
Drool TG the price of bread produced by 
the larger wees would be reduced by 
at least one cent per loaf." 
Il am not’ giving you that as proof of my statement; 2 am 
submitting it only as a proof that that is what bakers 
believe, that a man who is buying bread from other out- 
lets is, to some extent being subsidized by the loss- 


leader element that is in the chain store price, 
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MR. LAJOIB: Would you let the Commission know 
from whom that letter is? 

Mina Mea) LT IwOould preter notte ALbub salto you 
insist I will tell you. He is one of the largest bakers 
in Western Canada. 

THE CHATRMAN: I do not think we would insist 
on that. 

MR. (MAN: \Lt.ds ia fairly personal letter written 
to me. 

THE CHAIRMAN: If it is a personal. and private 
letter I do not think we would ask you to disclose it. 

MR. MAY: Let me give you other evidence of it. 
We have here a local baker, wet do you feel about it, 
Mr. Morrison? 

MR. MORRISON : Well, I will go on record right 
now as saying that I will reduce the price of bread to- 
morrow if the chain stores sell it-at the right price. 

MR. WHITELEY: For what reason? 

MR. MORRISON: Because I could increase my 
volume. 

MR. WHITELEY: You are not supplying a chain 
store now? 

MR. MORRISON: No. 

MR. WHITELEY: Some bakers are. 

MR. MORRISON: Perhaps they are. 

MR. WHITHIEY: What would happem to them? {If 
your volume increased would theirs go down? 

MR. MORRISON: Ido not know. I have always 
understood that they are not making any profit. They 


all tell me they are not making any profit on the bread 
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ne ts 
they sell to the chain stores. 

MR. WHITELY: You say your volume would go up? 

MR. MORRISON: The independent stores would go 
UDe 

MR. WHITELEY: You would expect that your volume 
would increase? 

MR. MORRISON: Yes, through the independent 
stores and through people who let us supply them for 
four days of the week and then when they are shopping 
on Friday they take home four or five loaves. 

MR. WHITELEY: Whose volume would decline? 

MR. MORRISON: The chain stores. 

THE CHAIRMAN: And the bakers who supply the 
chain stores? 

MR. MORRISON: Yes. 

MR. MAY: Not entirely. The baker who is 
Supplying the chain stores still has a substantial 
volume of business outside the chain stores. He might 
suffer some loss with respect to his supplies to chain 
stores, but he might recover a ereat deal more by the 
increase in his sales at, higher prices to these other 
outlets. 

THE CHAIRMAN: Yes, but somebody would have to 
lose unless the total consumption went up a good deal. 

MR. MAY: It chev chein- Store tprice goes. up, 
you can argue that the consumer loses, but there would 
be a much more fair distribution of things within the 
industry. 

MR. MORRISON: Would it not be a more fair dis- 


tribution to the public also? 
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MR. WHITELEY: How much would your volume have 
to increase in order to reduce the price one cent? 
MR. MORRISON: I would not like to make a state- 


ment offhand. 





MR. WHITELEY: But you made the statement that 
if your volume increased you could reduce the price one 
cent. 

MR. MORRISON: I would take a chance if I could 
get 10 percent. 

MR. WHITELEY: If you increased your volume by 
10 percent, you would decrease the price one cent? 

MR. MORRISON: Yes. Thersfore I feel thet this 
oneap Dread 28) a misnomer; thet it may benefit certain 
Deople an the Heavily populated districts, but where we 
have to cover a whole area like this -- we cover the 
whole Ottawa valley from Brockville and Cornwall to 
Pembroke and we give service to everybody in this valley, 
There would be no benefit. 


MWR. WHITELEY: What differences in. price do you 


have. 

MR. MORRISON: None. 

MR. WHITELEY: Then you are not subsidizing 
anybody? 

MR. MORRISON: No. We have the same price all 
OVE. 


MR. WHITELEY: So that the people in the metro- 
politan area in your case are subsidizing the people in 
the outlying areas? 

ME. MORRISON: They might* be, but 10° is the 


same all over because we are competing with local bakers 
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at the same prices. 

MR. WHITELEY: So that your price is actually 
cut down in the outlying areas rather than put up? 

WRit MAY: No, that is not rigopt. The point I 
am trying to make is this; Mr. Morrison's price to his 
customer is higher than it would be if this Loss~*leader 
business was not going on. 

MR. WHITELEY: But his customers have access to 
the loss-leader area? 

Wa. MAY: “Yes. 

MR. WHITELEY: I thought you were saying that 
these are people who do not have access to the loss- 
leader area? 

WR. MAY: He is supplying a. large area of the 
Ottawa valley which does not have access. 

MR. WHITELEY: But everybody is paying the same 
price for his bread? 

Mie MAY.) Yes, and ne rsays~ a higher price than 
pe would oe, if Ly were not for Liven < 

MR. WHITELEY: Providing he got more volume from 
somebody. 

MR GAY. 2 as pesed son otherm facbors, of 
course, but what I would like to say is that that state- 
ment about which you asked me is the confirmed lief OL, 
Somes L ah concermed., the entivne baking industry , 
that there is subsidization in the form of higher prices 
going on all the time because of the loss-leader element 
that there ig in there. 

THE CHAIRMAN: But Mr. Lajoie's question was 


merely directed to finding the tasis for that belief. 












p ; ' ; 4 i} es eS , jodi pe 
on va . ee ms 
7 

7 


fe) Toda hie wel san bey bos a as ad. at ‘flee me 


7 cn = ’ é . 7 ; 
i Li! of eal. 2 sorter 3 at als fa 7 ok as t, st piu 

% * jhe ft iy ; 

ae . jane fie AD ed bien af) gad? apne! ak somnsiWO fel 
' ~~ Z 
i, : Reed / 


o wae : ( 
‘% » ‘ b 
i ‘ = y 
‘ — e i ' ) y 5) * were 4 verti ey 
ig j ‘ 235 Pe ia i¢ ri ) “ < fae o& Ue ak ak'bid > tA 
%y a f 


yy 
i ] 1 
¥ 
» “eos sf ear ; 
Fj ; ¢ ’ Vow we ee © 
Pd 
. 
. le pt v 
4 si ? . 
yi 
7 * ' 
7 Le be ’ | scl 
x 
. f 
: ; 7 tur “TS ae ‘> 
a 
aso* 1h) Bets 
/ 
4 rai y u > F = 
1 
a 4 - b -“ 
i ‘ Fes yi 
7 = 
4 
t y DG: i, es} ‘ty 
' 5 
j 
: we. ZIG 
Py 
' 
2 
/ ‘ >* t 
=a al * 
7 
4 * ' go 
9 ed ! é Ju ’ } ‘V . 4 
y = y | ] ¥ a7 
‘ 
. y 
‘ d 
DO We 
! 
4 ‘ a7 ’ 
by. @44h4 
i 
£ ‘ 
; 
1 i: ‘1 J ; L , Wi vie e’ Ls a 
* 
tits a a" on 
— S| , : ’ 4 sa ad 113 Dia 
' i { , j ‘ Piel D en” ee 
‘ ; f ‘ SOTIC me tL } 
- ; ‘ t i 
os oe Dictate he . — 4 Abert pam ee avi tt 4 
ond ‘ OS BA a ee RA aie o i pend tant 
* 


BLS s elon al. bH8. .4 hed ony “ae Lie ho “satou 


4 iy Bi . | whois al of erent Jody 
| = ‘es a 
¢ ; mit ye éeonh? 40h) e Wait, A Ho bade ey : 


tolled ¢ene-dos. aie edt pn Pei; ot Sessa inten 


=i rays) eis » ay oe 7 i} 
. | . < 





ee 
You say it is a general belief held throughout the 
industry, but what we would like to get if “ne can, is 
the facts upon which that belief is teased. 

MR. MAY: Let me put it to you in this way. 
ipigsa Very ciiracwilt thing to explain, ‘Noyhing is 
black and nothing is white; we are into shades of 
meaning. To the extent that the man we mentioned before 
who sells to the chain stores, the baker who sells to 
the chain stores, is not getting a proper recovery of 
hie peice, to keep thet chain store ectivitiy he is 
having to gather in from other sources or distribution, 
a higher level of income than otherwise would be neces- 
Sarye The point I am trying to make is that because 
Gf the Loss-leader elanent in the chain store level of 
prices, all other prices of bread for all other sadtts 
of outlets is somewhat higher than otherwise it would 
be. 

MR. WHITHELEY: How does that bear on the question 
of the extent of the difference in Ontario and Quebec? 
You say it is four cents, which is the largest, ore-~ 
sumably? 

MR. MAY: So far as I Know it is. 

MR. WHITHELEY: So that whatever the element is 
it would be of greater significance there; in other 
sections of Canada you find it is considerably less. 

MR. MAY: Yes. 

MR. WHITELEY: Going down as low, I ne as 
one cent. 

MR. MAY: Yoo. 


MR. WHITEIEY: You also say that you think there 
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is a justifiable difference between the price of bread 
in stores and the price of bread delivered to the house? 

MEL MAY?» Yes, 

MR. WHITELEY: lr the difference is down to 
one cat, which you say is the Lowest fraction you can 
deal with in. bread prices, then. the situation in those 
areas must have come to what you regard as the proper 
Level? 

MR. MAY: No, I have not sufficient knowledge 
to tell you what I believe to be the ideal level. In 
the area in which it is one cent it is on a loaf which 
sells for 12% and not 19 cents. 

MR OWL Le! edlbeld a di fterent loat, | admit. 

MR. MAY: Ido not know what the proper level 
is, and the takers are not capable of finding out what 
the proper level-iss 

MR. WHITHLEY: And yet the instance you cited 
Was fromthe werca where the diffiersnes.is,as smllas 
reasonably it could be. 

MR. MAY: In what respect? 

MR. WHITEIEY: If you have a difference between 
the store and the pea ehelan then this is,about ihe 
minimum you would expect. 

MR. MAY: It cannot be any lower than one cant, 
Lt agrees 

THe CHATRMAN:. Lsthink Mr. Morrison's. experience, 
he indicated, was about 2 cents. 

MR. MORRISON: Yes. 

THE CHAIRMAN: In this area it might be the 


difference in the cost of delivery as between delivering 
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ps Foe 
to the house and delivering to the store. Now in 
Manitoba where you said there was one cent differential, 
ther oat isi smaller? 

MR, MAY: Yes. 

THE CHAIRMAN: But the one cent in Manito ba 
would be still less than the 2 cents which Mr. Morrison 
suggested might be ell right here, so you seem to be 
reduced to the position that Manitoba cannot be very far 
wrong. 

MR. MAY: .i think, Mr, Motrison( thinks that. the 
chain store price is too low. He named two centsi I 
do not know what it should be; I just know it should 
not be the 20 percent difference there is today. 

MR. MORRISON: -I arrived at that from the enquiry. 
What do you call the enquiry ee: Mr. Martin headed? 

MR. WHITELEY: The Prices Committee of the House 
of Commons. 

MR. MORRISON: Yes. I remember that the chain 
stores said at that time that they required an average 
mark-up of, 15: to 1S percent. ..I. think that: is) in the 
record. there. Now, it costs our fim approximately le 
percent to ship bread in these great big’ transports to 
Pembroke and Comwall and all around, so I presume it 
must cost them about the aoe to ship from Montreal 
heres, DUTLCOat “spe dout 25.percents Tor) doliveny,aand 
ifs a> Gosts, Gheh 15. oO 1S: percent. for. distri bution, 
there should be somewhere about 10 percent difference 
on their ow figures. I have no idea what their costs 
are. 


Mis MAY: acti you wihilieliowiume < decan) sive you 
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two sets of figures. Soi were quoting today from the 
conclusions of this inquiry which we refer to as the 
Martin inquiry, but it is the Special Committee on 
prices. 

MR. WHITELEY: It was divided into two parts; 
there was first of all the Parliamentary Committee and 
then subsequently a Royal Commission. 

MR. MAY: When the bakers appeared before that 
Committee I suppose they argued somewhat along the lines 
we are talking about today, and they were asked for some 
substantiation for this statement that there was some- 
thing wrong with the chain store business at that time. 
Weshired afin of chartered accountants, one of the 
biggest in Canada, Price, Waterhouse & Company. Now, 
this is oOnethe record, noe from the conclusions, but in 
the evidence at this hearing, and they went to work and 
took the bakery platfom price declared by the chain 
store in question, which was 8.7 cents then, which is 
the comparable figure to the 12.7 cents that you have 
in this report, and the accountants detemined how much 
it cost to take that bread to certain points im Canada. 
I mentioned this morming a shipment of bread baked in 
Montreal and sold in Ottawa, which is roughly 125 miles. 
The closest comparable figure I can give you from this 
report is bread baked in Toronto and sold in London, 
which is a distance of about 120 miles. The price was 
S.7 cents at the bakery, and when it got to London, 
with no other added cost except transportation, if it 
was’ by express, it was 10,195, and if it was) by trans- 


port it was 9.88 cents. Bread at that time, baked by 
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this company was selling for 10 cents a loaf and in some 
Lostances Tor 15. These are the laid down costs in 
London without any mark-up, and this is proof positive 
that at that time this bread was being sold in London, 
at a es just as I gay it is being sold in Ottawa 
today at a loss. 

Mie WilTeLey | Yeo, but. of course ivour, Dri et is 
NOt TeOuT ned 40, any, Ohe region, Lt.ie said to - bela 
condition existing right across the country. 

MR. MAY: Yes. I am dealing largely with the 
facttwal data from Ontario and Quebec. I say that a 
Similar situation occurs in varying degree, in different 
parts of Canada but im Ontario and Quebec it°is Par 
worse than anywhere else in Canada. 

MR. WHITELEY: Apparently the only solution would 
be that there should be mo ditference between the store 
and the house. 

Ma. MAY: [iomeke itivery ¢lear in my brief that 
Ido not suggest that. I say there has to be a difference 
between chain store prices and other types of outlets. 

MR. WHITELEY: Then it seems to me you would 
have to differentiate betweem the various different con- 
ditions which prevail across Canada. 

MR. MAY: But I suggest to you that it all adds 
up to loss-leader selling in respect to bread on a per- 
manent basis. 

THE CHATRMAN: It would seem to mean ffom your 
statement about the differential in some other parts of 
the country that there may not be what you call loss- 


leader selling in those parts of the country? 
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MR. MAY: I am not so sure of my facts with 
respect to other parts.of the country. 

Tie CHALEMAN: “Ir there Is* only 1. cent, cr 
13 cents or 2 cents difference? 

MR. MAY: Yes. I am not in a position to argue 
that that represents loss-leader selling. 

THE CHAIRMAN: I thought that must be the con- 
CLUSa Os If Mrs Morrison suggests his experience is 
mreeaus ditherence fere, “them if there ge only 1) cent 
to 15 cents difference in the price in some parts of 
Goe country, then in those parts of the country the 
conclusion would seem to be that there is not loss- 
leadering. 

MR. ANGLIN: I would like to mention at this 
point that it is a privilege for me to sit in and lend 
support to our National Council on this, but I think 
the last interpretation is the correct one. If our 
larger stores were taking their margin of profit on 
bread, es-tiey sre On Other Brvicles, this 61 tua ti0n 
would not arise at all. In our four Maritime provinces 
there is no loss-leadering. We have two extensive chains 
there, and we are selling over 8,000 independent stores 
and chain stores every morning. We have different 
weights and naturally there are different prices in the 
different areas, but we have one price, whatever is the 
prevailing price in that'area, regardless of whether it 
is an independant Or &@ Chain Store. I think there are 
two people in this boat. Our Chairman mentioned five, 
the consumer, the labourer, the supplier, the Government, 


and so on. The Government is vitally concerned because 
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unless this industry is prosperous, our country is not 
prosperous. As regards our baking industry, with the 
emplovessrwe have linythe» industry, our Tigures,;, Ii regret 
tOvSay, are notvany better than Mr. Morrison's on: the 
létevhere; afowevmakeé one-fifth of a e¢ent per wre 
we think it is marvelous. I have not the figures on 
capital that Mr. Whiteley requested, but I have the 
percentages, and 2.24 percent on sales is a wonderful 
year. Iam here to support the National Council for 
fear that this will spread to our Maritime provinces 
in the Hast, exactly as it prevails in Central Canada 
today. Lives evaratimety only totus nan tier sndue trys 
but to these independents and our Consumers! Leagues 
arertertibly strone; these old ladies come into our 
plants and they have gone all through our arsnaee and 
they have confidence in the product we are providing. 
They “know.our labour conditions, they know our prices, 
and there is no longer any criticism whatsoever, and 
that is the rock bottom figure with us in the Hast. 

How isi) there any justification forsany chain store, if 
they are taking their proper margin as they do on other 
Pommoal ties wusing bread asa leader to sell be low cost? 
We have got to have a founda ti on underneath; it may be 
only cedar posts, but unless there is a policeman to 
prevent someone sawing Sim tnehes out or each of 
these posts and letting the whole thing collapse, the 
whole five interested in this are going to come right 
down below. I think that is all we are interested in, 
to ask for a Trade Board who will inquire into it with 


enough teeth or weight behind them so that they can 
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walk into any situation as it may prevail and: have it 
all brought out into the open air. JI hope that that 
legislation and board comes sisal and I am speaking 
not only on behalf of the baking industry but also the 
independent grocers all over the country, We are ina 
depressed way down there; our textile factories are 
elosed 4nd our) ¢oel mines are not doing. too well. I 
have made it a point to find out just what the labour 
Situation is, and they do not want anything to happen 
to the baking industry or to any other industry. ALL 
we are asking is fair prices and fair methods, and I 
think that judging from the conditions which prevail 
up here, if we can get the facts before a proper Board 
where we can substantiate our arguments, these comi- 
tions will not spread to other parts of the country. 

THE CHAIRMAN: That is what we are trying to do, 
to obtain all the facts that we can. . There is one 
question which occurred to me while you were speaking. 
You indicated that in the Maritimes you have not the 
particular trouble that they have here with loss- 
leadering, but that your financial picture was no better 
than it is here? 

MR. ANGLIN: That is right. 

THE CHAIRMAN: In other words, your financial 
difficulties are not due to loss-leadering? 

MR. ANGLIN: Economic conditions; our public 
have not the pennies to spend. 

THEACHAIRMAN: Et is sdve te other economic .cir= 
cumstances rather than to loss-leadering in the Maritimes? 


MR. ANGLIN: Yes. 
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THE CHAIRMAN: But your position is relatively 


the same or nearly the same as regards earning power? 

MR. ANGLIN: Regardless of whether it is in 
the Mast or in the West 1b 18 all 8. case. of volume, and 
the slightest fraction of margin dow in your volume 
makes the difference between black and white. If some- 
body comes along and by sufficient unethical practices 
they can cut that foundation overnight, right from under- 
neath you, that is the position which we are trying to 
POrestell so Ter ag) l am concemed, and so.raruas the 
Hast -Goast Js concemed, béecaus6 it is invihe anterests 
Of Bl our pubiie, 

MR. LAJOI#: The only point that I would like 
VOUS COLexD aan Libole more fully. Mr. ee or other 
members of your delegation, is your final recommendation. 
ixactly what type of Board do you propose? Js it to be 
only a meeting place or would it have some teeth as one 
of your delegation members has mentioned? 

MR. ANGLIN: It has got to have the teeth. 

MR. MAY: Now you are getting me into your realm. 
Up to now I have hada slight advantage in talking about 
the baking business, but now we are getting back into 
the realm of law and you have the advantage. We stress 
the usefulness, where people have complaints against one 
another in beams ca: of being able to come to a meéting 
place. We recognize that the Combines law is necessary 
to make sure that that is not done by themselves, and yet 
we think that many of the things we are talking about to- 
day could be resolved at a conference table under the 


competent supervision of Government officials. Let me 
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give you a specific example and a recent one, this 
Montreal situation which we have been discussing back 
and forth and which was reported by the Director yester- 
day. That came to my attention as likely to happen 
ten days before it did happen, from sources that I 
believed to be reliable. I went to the Director and 
Said: "Here is a cut price gituation coming up in 
Montreal. We think it is not good for anybody and 
certainly it is not good for the bakeries". That is 
why I went in the first place. Pie tmasr wits meek aoe E 
try to look after the interests of the bakeries. I do 
not think it was any good for anybody concerned. 
Certainly it was not any good for the independent 
ero¢ers, end in the Lineal event 1 de not ithink' it is 
eny good for the public. He said: "Why do you come 
to me? I said: "I cannot go and approach these 
people who will start this, and git dow to discuss a 
Situation involving prices unless I can get some kind 
ef unofipeLal sanction to “do-so";) anidhe Said, as “1 
knew he would: "Of course not; the Combines law is 
operative”, But if we had had what we are asking for 
here, and if he had had the power to summon the person 
in question to a conference, that Montreal situation 
would never have developed, in my opinion. “It would 
have come up for discussion about ten days before it 
was about to happen; I would have pleaded the case 
for the bakers, he would have pleaded his case, and I 
do not think he had a good case -- and the whole thing 
would have been disposed of. 


MR. LAJOIE: If the initiators of price-cutting, 
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if you call it so, had thought-.after that conference, 
that that was good business, for them to do ie FO CUt 
the prices, nobody could have prevented them. 

MR. MAY: He thought oe Pint hind “of wHink 
if I had had a chance to talk to him with a Government 
official sitting there present, he would have found it 
very difficult to defend the course of action he was 
going to take. The best evidence I can give you is the 
three other people who got caught up in it. veryone 
of them started off by saying: “We did not initiate 
this ssi tiretion; |) we lhad to follow; intother nes, 
they did not like it themselves. That would be the 
Value of Such & meeting, Cub Lquite “agree that it has 
to be done under competent Government supervision. 

MR. LAJOIE: Do you have any example of any 
other such Board without compelling powers? 

MR. MAY: We had the one I referred to, Lido 
not know why it was done away with, 

MR. LAJOCIE: The other one you referred to had 
some compelling powers? 

Me, “MAY? They “were very: Pimited, bub LD have a 
copy of those powers here. Lt “had 4 practically sno powers 
to compel its decisions, but what it found out was that 
when you get men of different points of view sitting 
around the table, there is not too much trouble in 
resolving the problem. 

MR. LAJOIE: ) Would “it be any different: from the 
Commission you are talking about? 

MR. MAY: It has to be different now obviously; 


it canmt be the same. The Government, for good 
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reason, though I do not know what the reasons were, 
abolished that Commission. It must have done some- 
thing that did not suit the Goverment, and the Govern- 
ment could only deal with it by abolishing it, having 
reeard «to tine, public) interest. It has to be different. 
L think it should be under the Department of Justice. 

I would like to gee the powers of the Director of 
Investigation and Research enlarged so that instead of 
dealing with general inquiries, he can deal with speci- 
fie instances and deal with them promply and provide 
the conference, provide the meeting, As a lawyer, you 
may say to me that that is not the way you write law, 
but t say that is the way to solve problems. 

MR. LAJOIE: Experience would have to show that 
because you do not seem to have any instances or 
examples. 

THE CHATRMAN: I wonder, Mr. May, tf your hewe 
in mind something that would correspond to the 
conciliation boards in labour matters where there is 
no compelling power, but you get people together around 
a table and try to come to a decision, 

MR. MAY: There is a marked difference between 
the settlement of labour problens and dealing with the 
public and prices. 

THE CHAIRMAN: But you do it by negotiation 
without compulsory or penal powers. 

MRA WMAYie 1 think. youy have to. have power, in) the 
end, but I think the important thing is to provide the 
meeting place. I am guite convinced that 90 percent of 


what we are talking about would not exist if there was 
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a place somewhere that the Government would provide 
under their supervision, @ conference, wheré a.man- who 
has a complaint with respect to unfair trade practices 
can sit down with the man about whom he is complaining. 
Business men will not defend unfair trade practices 
before siuchwa body's 

MR. MORRISON: And if we cannot justify our 
eonplaing,s we certainly do not ask forvany favours. 

MRSA Ys) 1. want, to go 40n. the record now as 
Saying that if this 4 cent spread ae be) juSsuil ted, we 
are completely out of court and it has to prevail. 
INVUnS Leceri ce pread: can’ be juakeetee we have no 
argument. 


MR. MORRISON: Take this situation might here 





evr Gawa. Accordinevto (thie preseothere are five supe r- 
markets going to open up here in the next six months. 
Nowwthene ere fouriiaivily large independent, pravately 
Gymied! Vakeries ece:) Welker! a) balherrie vs, Gellats 

and Our ‘Oun. W(Therevis noxwother outlet, nosother means 
Cervo sso our-owl plane, “These Tellows Gam, ~et 
into this busitess or gi wine away tes bread wr get 

into a row between themselves and they could carry on 

in Ottawa indefinitely, and what recourse have we? We 
have no protection. In the old horse and buggy days 

you did not need traffic officers, but if you had not 
got traffic officers with enforcement behind them, today, 
where would we be? We would be in chaos. I maintain 
today that with the number of large chain bakeries, the 
large Chain sbores, operating all cover the country, 10 


is absolutely essential for the protection of the local 
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plants and industries that we have some recourse for 
unjust and unfair trade practices. Phe Tas) aL. we 
are asking. If any outsider can come in and undersell 
me legitimately, why, God bless them, if I am not 

Gift Giens vO. Stand wip, and. jdo it, All Pwant is an 
umpire who will give the decisions. 

THE CHAIRMAN: Mr. Morrison, you mean, I presume 
with regard to these four or five new super-markets that 
the bread they will sell will not be bought from the 
bakers? 

MR. MORRISON: I am not concerned where they 
buy it so long as they do not give away free bread, 
bHa> SOL ebor jacudT 3 

THE CHATRMAN: If each one of the four of them 
DOUGH PrOMsone--of your four bakeries, if you all got 
ea share of mu; syou mouldrstill be selling che. same 
anoun base you are now. - Lb is only if bhey bring the 
bread in from somewhere else that you are hurt? 

MR. MORRISON: Yes, but it would upset your 
market, L.mean. 

THe CHATRMAN: Arising, out of that, there 15-4 
question which I had intended to ask, and it has to do 
with the Brantford situation where that super-market 
opened up and gave away free bread for some time. Was 
that bread brought into Brantford from some outside 
bakery? Was it from a different source? 

MR. MAY: With respect to one of the two stores 
concerned it would be bread manufactured in Toronto. In 
fact I believe with respect to both of them it would be 


bread manufactured in Toronto. 
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THE CHAIRMAN: Then you show the net ultimate 
permanent loss. The figure is qa fairly small percentage 
-- I have forgotten what it is just now; 2.76 percent 
was the permanent apparent loss for one baker, I think, 
and what was the other one? 

MR. MAY: We only give the other one with respect 
to the five ares, most affected. 

THE CHAIRMAN: The 2.76 percent is apparently 
what you regard asthe permanent loss to the baker, 

Would you regard that as something resulting from the 
giving away of the bread or the existence of a new 
fairly large outlet selling bread? 

MR. MAY: No, I think you have to recognize 
that some part of that loss develops from the opening 
of the new store. 

THE CHAIRMAN: They would be bound to take 
some of the business or they would not be there at all. 

Mee MAYS ‘Thaw ise niehts 

THE, CHA TRMAN t . And® i?) ite was) a fainlysiaree 
outlet, do you think it might take as much as 2.76 per- 
cent? 

MR. MAY: No. Every instance of free bread 
will show a loss to the bakery industry am the inde- 
pendent grocer. It will vary but I would say not less 
Ghan bedift of that was asa result of the free bread, 
the permanent loss. 

THE \CHALAMAN+, (Inethat..parti cular instance, 
the net loss -- 

MR. MAY: -- might be 14 percent, 


THE CHAIRMAN: That is not perhaps very 
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Significant, as regards the net permanent loss, compared 
with the free bread. 

MR. MAY: No, but the opening of the new store 
is to be attributed to the fact that they are going to 
deal in loss-leader bread anyway, according to our 
argument, automatically. The 14 percent may not sound 
very much but when the new store opens they lose 1 to 
2 percent. Then they give away free bread and they 
TOS6. 2 GO ZI 0Srceic, Prenat Tew weeks lave 0a he y 
Civ tie price ve LOAGents and they Loge 1) to °2 percent. 
It is the multiplicity of these things which finally 
drives a man out of business. 

THE CHATRMAN: I am afraid I interrupted you, 
Mr. Lajoie. 

MR EAJOm: I believe this as the end of my 
Questions, with this short discussion upon that pro- 
posal and that is’ ald Lf “heve’ to ask, 

WR. MAYS PE ees arose gous arom we are 
into now can we discuss this gus Ss ULon Div tive Trade: Board, 
the possibility of such a thing eae because we are 
so convinced that something of the sort has to be done. 

TH CHALRMAN: “inet: ie one tor the: things! in 
which we are particularly interested, We are concerned 
about finding Hh 66 what extent loss-leaders are being 
enployed and in what sections of industry they are 
being used, What is the extent of the detriment that 
flows from Wt, and what remediés are possible and 
available to \meet the situation, if we come to the con- 
clusion that something should be introduced. This is a 


proposal fora remedy and I think the more we can learn 
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of just what that remedy is and how it may operate, the 
better. 

MR. WICKWIRE: What compelling powers would you 
give to the Board? 

MRS MAY? “You are out of my class there. I have 
a hard time living under laws, without writing them. 

MR. MORRISON: What about the railway commission? 
You do not find any variation in rates from here to 
Montreal. They must be regulated. They must have 
power to set than. 

MR. WICKWIRE: You are suggesting a comparison 
With a conciiiation board on labour relations. It is 
true they do get around a conference table in the first 
instance, but both parties know if they cannot resolve 
their diffictities, there are some compelling powers to 
enroree them. Now, on behalf of the Commission, J 
would like to know what are your suggestions for the 
compelling powers of such a board as you suggest? 

MR. MAY: iI do not feel confident to suggest 
that there has to be some power. You will notice that 
this is very loose wording. This is a recommendation, 
and that is all we can describe it’as. The basic 
principle is that the Government should provide a forum, 
a cont 6rence tanle. We can meet around that table and 
resolve our own problems, but that conference table 
should be provided under Government supervision, and if 
you want powers to enforce whatever this Board may decide 
LO pe hive wre per Uiine je sucias vhe-“slinina gon ef mfair 

| 

trade practices, well, it takes a better man than me to 


say what those powers should be. There you are getting 
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into the realm of the legal matters and I cannot deal 
with that. However, we think that the conference table 
is most important and we also said that it should be 
under Government supervision. 

MR. FAVREAU: One thing you say is that you do 
HOU ask the whole control for yourself or the indus try | 
but you agree to submitting it if necessary to some 
external authority? 

MR. MAY: Yes, and the Board has to have the 
pewer co require (he production of facts. 16 as to 
have those powers to begin with. I am not so sure that 
tf am too concerned as to what powers you have to have 
nO entorce your decisions, £ have a great deal of con-= 
fidence in the fairness of men in business wnen they 
are brought to the point where they must see the other 
man's point of view. 

THE CHATRMAN: Then you think that in a very 
large percentage of cases once they have threshed it 
out and heard the difficulties which would be faced by 
tiie peo ple on the “other ‘side, “a decision would ve 
reached to prevent the consequences of what is looked 
upon as bad conduct; but in the Limited number of 
cases where that might not happen, you would not, at 
any rate at this time, like to say what powers of en- 
forcement there might be, but there would need to be 
some powers of enforcemmt in those comparatively few 
cases. Is that right? 

MR. MAY: Perhaps there would have to be. I 
think im 98percent of any specific situations we are 


discussing you would not need any powers of enforcement 
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at all. If a man had to sit down and defend what 
someone else said was an unfair trade practice, -he 
could either prove before this Board that it was simply 
normal aggressive competition or else he would agree 
that there Was am element of unfairness in dt, and. when 
you get him to agree to that in 9&8 percent of the cases 
he would agree not to do it. 

MR. MORRISON: But what about that 2 percent? 

I think you will have to have gomething in the way of 
beetr, in. bhe. act; otherwise at will be dike, ihe old 
League of fee Lt is, JUS a, cood i dieas iy However, 
it is not the 98 percent we are worried about, it is 
ihe “2 percent WLoO.hi sht cause. a lot of trouble. 0 do 
not. know, but it secms to me that it would be, very 
simple to expand the Combines Act to give them powers. 

Mitte: » els Ghee moh the wpossiebi Viton thet at | 
ab @ conference table under the competent jurisdiction 
or Government, a man persisted in an unfair trade prac- 
‘tice, you could then invoke the only section of the 
Crimina L.Code Iubave never heard of .beimg invoked , 
Section 498A (c)? If the facts were all produced before 
the Government Board, and the man insisted upon con- 
tinuing in what was obviously an unfair trade practice, 
do you not think you would have moved a long way towards 
proving a case under section 498A(c)? 

THE CHAIRMAN: You could start the proceedings 
all right, though I would not want to guarantee what the 
decision might be. 

MRe MAY: I-must say that I have the same con- 


fidence in Section 498A (c) which you appear to have, 
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which is none at all, 

THE GHATRMAN? >) It. is rather a-difficult thing 
Or prove +r ovidene 6: Tm Courts you ee, 

MESOMA Yor Thee 18° fie nbs 

MR. ANGLIN : I am just wondering if conditions 
have not caught a number of people in a whirlpool 
Woiiech AAs *spinnine them ali around, “To think that. the 
Suggestion which Mr. May has put, of sitting around a 
table, might bring wonderful results. I do not know 
why there should be so much difference between the 
position here as compared with ours in the East. I 
have mentioned the two chains, one of whom owns their 
own bakery and bakes all their own bread. If it was 
such a wonderful practice to sell that bread as a loss- 
iceder--woy have they not ¢one* that iberore, bute yet I 
have never known. then to cut the price of qa loaf in 
their stores at any time. If one of the others stepped 
in on this, we are calling it a bad practice but 1 do 
not know what to call it -- is that ethical competition? 
I°Stri ly snsist Upon that point. There is) another factor 
which amounts to thousands across this Canada of ours, 
and that is the family who are trying their best to keep 


themselves going. Why should their throats be cut at 


the’ same time by some super-market. i BanmMote sec. any 
justification. f° those firms in the Hast have found 


it good sound business to sell-at Pair prevailing prices, 
why should it bd used as a loss-leader in this province? 
Nobody can tell me that they have improved their 
businesses one iota ieremtnds they could have done by 


sound advertising and selling activities. Cutting 
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somebody else's throat in the same industry for the 
benefit of themselves, I cannot see any justification 
Dot wyn a may Deol d Tashi oned. buiits So. there are 4 
LOug@ot, US who ere. old. fashioned. im che a sib, 

THE CHAIRMAN: I thought you were suggesting 
that you were more common sense down there? 

MR. MAY: I would suggest they are. 

MR. ANGLIN: Somebody said that the 24 ounce 
loaf of bread was the same everywhere. I do not agree. 
Regardless of your pricing, in any way,. the price, of a 
host OL pbread ia.only e fraction but the quality of 
that loaf is the human element that goes into it and 
Iwill defy anybody in Canada to put a loaf alongside 
ours in the East. it isthe humerm clement that has 
Sonsttnithere, They ave. inberésted in the job, and 
there is so much all through that process which will 
affect the quality on which the consumer buys. You 
may have exactly the same cost and ingredients but you 
Cale rule lo~ Or, Vouscan Haveng Tvch loat 01 bread; your 
costs will be exactly the same. 

MR. LAJOIE: I believe there is a little con- 
fusion there because the Director's supplenentary report 
Shows that those chain stores have different mark-ups 
for different Procite Ga) and that they really have a 
mark-up on their 15 cent loaf of bread which is higher 
then their mark-up on many other items. 

Mie ANGLING .L would just Like. te: bring. cut: thas 
point: we do not go to one front door or one back door; 
ours is altogether wholesale with the stores. They may 


save one-fifth of a cent in their delivery costs, but I 
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doubt if it is any more, and I cannot sell bread at 

> Cente.» Olas is all wholesale to the stores, chain 
stores and independents. You cannot tell me they are 
marking up a fair profit the same as the independent 
merchanG nes+to do. “I~ think’ they Should do that, or 
cut his throat, one of the Les I do not know anything 
about the percentages; JI know my own facts and my own 
costs. 

MR. LAJOIE: Certainly we do not have any other 
figures than those provided by the Director in his 
Supplementary report. 

MR. MAY: Will you allow me to deal very briefly 
WEED ATs “Set of fTiseures. This is page 16. There is 
Only ole "Cest™ i cure inithenre, “as IF \saiad tis morning, 
and that is the cost of the man who makes his own bread. 
Air “the other figures are the selling prices of the 
baker. I do not know to what extent these prices that 
the baker sells for represent some elanent of loss- 
leadering or represent a type of sale on which he has 
to make more on another type of goods. With respect 
to the only known cost, the man says It costs him 
12.75 cents at the bakery platfom. I suggest to you 
it is probably costing hin, with regard to the delivery 
of*thae bread tovall ths stores which that baker services, 
not less than 10\percent to deliver it at the store. 

You have now arrived at a price of 14 cents. If you add 
what I think is a normal mark-up -- and I am going by 
studies which other people have made -- 15 percent, you 
arrive at a selling price of 16 cents, and this man is 


selling bresad-ab 15 Cents, aid incidentally, this is 


‘ 7 rd 
iy ie 


ws i wo 






























ee aa i 5 Het pret 
| snolsnege Pat bud ee eats * 
Hh oat | | , | 

a gee nt wits Hee of aS cont 8 a0 ‘ae véageah p sw 
nth. ap terte wks ee sae vi iste ¥ ae amnborteg: Teds jagde ‘ 
: ne pipes } Ay ve Resist | oe 
citte ea Sad don \boaw | esabadnee Papo bAY MO! Ne 
$4: rtf modo sat ety (gd bebhvend acl ngay. netiaah Ml 
a ae Aan Th td ‘eropannacagba, 

Ad Raby ood OF am welt an BO 4 a aM | 
i cei “Sr eamy ab ned’ 5 eign he: Sam wbad datw 
area ahd biee T ye meade ih ‘pty I Roe ‘ein eine 
nie ited 22x an caw! Ae ene be feoo. why at Jed: tie 
byt "1S sup bt sities etd ode peta lt Ta dio” ei SEA - 
re ag ste anit died x 6 af it wom foro 4 »soaad oD 
1 £60 So dasha eno's isigebrai ey elier. wit ae 

wh ia row oe Hi ae. 29 ave 8 doee HHGet TO pitbuoniad 
toupee eee ekeor "es egy? sehvves bo ibis ates Of F : 
diet apeid late nyns sien i ,Tvo1g) tivo yi ord Oa a 
hae’ ait i a ae ebay, vioted eit ed vaanasal aNeSe | 
wie ist) ed Gb Benger iti «ftubsi hn ttegn ckdaceny tas at 
«hh OER, ces Lik ipa nolde alee ao bie ‘og baves dais %. 
|  jatedd it a ia noviinee at sos neds geal won", 
oe ory, “LE * ahatein i ‘oe wate 9 te pir taie wont “ota! poy 
qd Rate War vat “ ‘gasoks od: it beni! we satay t tate 
me avowed eta = oh ea waieeg. spite. dani eebbuge 
Bie Rt an eae ee ‘ina oe Do lamin ate. oe ved 


Ro) ane “yeti pena 36 Baten 
' hi eat ae 


Dae 
probably the company that decides the price of bread 


in Eastern Canada. 

MR. WHITELEY: Are you suggesting that if there 
is not a4 cent differential but there were a 3 cent 
differential, you would not be here today? 

MRi MAY: I think if the differential were 
less than it is today this part of my argument would 
fall down, and I would be talking to you simply about 
freee breadsand, halfaprice bread. 

Mit. WEIR LYS.) Yousdo. not) have. te 20 soe. far 
back to find that situation, do you? 

MR. MAY:...Well, I am arguing that this four 
cent @read or its equivalent is a permanent condition. 

MR. WHITELEY: I am wondering whether you would 
regard a theeercent Pread-as:, equivala@it to a four cent 
Spread. 

MR. MAY: cAscod saad before, the Govermmenttare 
the ohly people who can find out what the: right cost 
of that bread is. i cannotefind.out, 

MR. MORRISON: I have, employed... very) expensive 
cost accountants from a large American city to come and 
investigate: our operations, and,one of the, principles 
tha t th ey laid down was that every item manufactured 
must bear its own ratio of raw material, manufacturing 
costs, delivery and overhead, as a matter of principle. 
All I would ask is that somebody similar to these cosvac- 
countahts who would be recognized by the Government would 
take this bread and say at what price it should sell. 
If it is 4 cents, then we will just abide by it as 


Mr. May has said, but I believe in my heart that they 
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could nob justify it standing on its own feet. I think 
that is all we ask. We have said over and over again 
that if we could not compete we do not deserve to exist. 
MR. HEAGLE: Mrs Chairman, if the super-markets 
charged into the merchandising of bread, all the expenses, 
that properly 1t should. carry; I would. be very surprised 
if they could show more than 14 cents difference. Now, 
these separate cases which we present do not do justice 
to our case Simply because I am afraid that we are un- 
able to illustrate the cumulative effect of those things 
which keep repeating. JI would like if you will permit 
me to do so to summarize for you the effect of loss- 
leader selling as it affects the bakery industry. 
First of all by deception through price juggling it 
destroys a consumer's confidence, which is a most im- 
portant thing to the baker, whichcauses the consumer 
to stop or delay purchasing from the baker. That is 
our experience and I believe our submissions have illus- 
trated it. Secondly, the loss-leader practice develops 
undesirable practices of secret. discounts, advertising 
ae, premiums, discriminatory prices and .so forth, 
all of which are paid for by the smaller merchant and 
Liereby nol earned through, elficiency,of operation, . but 
destroy the smaller efficient merchant's opportunity to 
compete fairly. Die LY pl teOuUre Case. Lb. Tes Porced On 
to an entire industry a depressed standard of employment 
which is today beyond further toleration. Fourthly, it 
is a means of reducing the payment of profits tax and of 
destroying the ability of others to earn taxable profits. 


Fifthly, depressed profits prevent our industry attracting 
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capital and skilled men, which every industry must have, 
Situation 

and our manpower/in the bakery industry is becoming 
most desperate; we just simply cannot compete with the 
Standard of living which other industries are able to 
provide for their employees, because of this depressing 
effect which loss-leader selling has on our comparatively 
specialized industry. It is most serious to us and we 
Sincerely hope that you gentlemen will come up with a 
solution after gathering all possible information that 
you can. We ask for no favours but that we should have a 
fair chence of doing the job that we, in the industry, 
want to do for the consuming public and for the national 
economy as a whole. 

MR. MORRISON: And for our labour. 

THE CHAIRMAN: Well, Be ee | I would like to 
express to you the thanks of the Commission for the 
very well prepared and instructive brief which you have 
presented today and for the very fair-minded way in 
which you have discussed the matter with us and answered 
all the questions which were within your knowledge. We 
will certainly take into consideration all that you have 
said. "Personally I was greatly interested in your pro- 
posal of a remedy. I do not know whether we shall reach 
any conelusion at the em along those lines, but I was 
certainly very interested in getting a concrete proposal 
for some form of solution which was of a character which 
we had not heard before. 


Thank you, gentlemen. 
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PRESENTATION OF MR. A. F. MALEHY 


(Maley Manufacturing Company) 

MR. WICKWIRH: Mr. Chairman and Pcnen. 
Mr. A. F. Maley of the Maley Manufacturing Company, 
Ottawa, I think has a statement which he wishes to 
make before this Commission. 

THE CHATRMAN: Very well, Mr. Maley. 

MR. MALEY: As regards this question of loss- 
leader there is quite a difference of opinion as to 
Wheat 40, meens)..ta think in) some. ciftles, 1b. bas ‘some 
meanings and in others it has another. Hereis my 
definition; see what you think of it: a loss-leader 
is any article or service included in deals without 
eharee, given away.free, or sold at a cut price ,-desien ed 
to put a competitor or producer out of business in 
order to increase sales or monopolize trade. 

THE CHAIRMAN: Do not you think that goes 
rather beyond what is involved in the term "loss~leader"? 
It sounds more like a predatory form of price-cutting 
designed. to. put.people out of business, wiereas the term 
loss-leader usually is intended to apply to a device for 
getting more business for the person who uses it; the 
purpose is to gain business for himself rather than to 
put somebody else out of business. Iwas just thinking 
that your definition |takes im a wider field than the 
term would normally imply. 

MR. MALEY: Supposing you were in the Chrome 
Cleaner business as I am. For three years I had made 
nothing els6, end ,after £ had made, t,he. sto ek, canned 1. 


and labelled it, I found out that a competitor was giving 
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away chrome cleaner. Would not that put me out of 
business? 

THE CHAIRMAN: I should think it might have 
that effect all right, but I do not know that it woulda 
necessarily mean that they were doing it for that 
reason. 

MR. MALEY: Take this Johnsonts chrome cleaner. 
This is some advertising that I picked up; it is the 
Imperial Oil Company's advertising. It shows that the 
oil companies and the polish people are working together. 
Now I have the articles here; I thought I would bring 
them along so that you could see them. If qa dealer 
OUys 2 Gowen Ob this, eid a dozen-or this), he seta a 
dozen cans of chrome cleaner free. 

MR. WICKWIRE: Perhaps you had better just 
describe what you mean by this. If he buys a dozen 
of what? 

MR. MALEY: If he buys two dozen of thig. 

Mey. TA VARAUGe ‘For the “beneiay “or bae sneporver, 
would you describe what you mean by “this*? 

MR. WICKWIRE: That is Carnu, is it not? 

MR. MALEY: Yes. 


MR. WECKWIRE: If a dealer. buys dozen, of 


MR. MALEY: No, two dozen of those. 

MR. WICKWIRE: TP be. buys, two, dozen of Deep 
Gloss Carnu, what happens? 

MR. MAIHY: And one dozen of this. 

MR. WICKWIRE: What is its name? Phat. ES 


Johnsons Car Plate and Johnson' Carnu,. 
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Mee MALEY?S Yes. - Thai he gets IZ of’ these free. 


THE CHAIRMAN: What are these? 

MR. WICKWIRE: Then he gets 12 of Johnsonts -- 
what is that? 

MR. MALEY: Chrome Cleaner. You will see that 
inthe advertisement. 

MR. WHITHIEY: What is the dealer's position 
now with those articles? 

MRw, MARLEY? “LE the dealer sélls) thig) -~-= 

MR. WHITELY: If he sells what? 

MR. MALEY: If he sells the Carnu and the Car 
Plate he is supposed to -give one of these free -= that 
is the Chrome Cleaner. 

THE CHAIRMAN: The dealer gives the Chrome 
Cleaner to a customer who buys those? 

MEs MA LEY: “Yes. \ if he: buys Carnu and Car Plate, 
he gets one of these free. 

THE CHAIRMAN: If he buys two Carnu and one Car 
Plate, is that right? 

MR. MAIBY: Yes. 

THE CHAIRMAN: He gets one Chrome Cleaner; that 
is to say the customer does? | 

MR. MALEY: Yes. : They have different combina- 
tions Hut an aildhtheir combinations, “thet is'@ can 
which is given away free. 

MR. FAVREAU Is it always a product of the 
same company which makes the other products which are 
actually sold? 

MR. MALEY: Yes. 


THE CHAIRMAN: These are all Johnson's pralucts? 
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MR. MALEY: <All Johnson's yes, but they do give 
different deals to different distributors; they give 
them a little different deal as they group them 
differently. 

THE CHAIRMAN: But is the Chrome Cleaner always 
the one that is given away? 

MR. MALEY: The Chrome Cleaner is never charged 
ros 

THE CHAIRMAN: That is always the one that is 
siven away? 

MR. MALEY: -That is always the one that is given 
awaye 

THE CHAIRMAN: You do not find any cases in which, 
if you buy the Chrome Cleaner they will give away the 
Carnu;, YOU aye Not found any cases in wirich, tf 2 
customer buys Chrome Cleaner they are given Carmu? It 
is always the other way around? 

MR. MALEY: Yes. There is none of this given 
free. That is always charged for but this is given 
Meee. 

MR. WHITHIEY: Is this the first season that the 
Johnsonts Chrome product has been on the market? 

MR. WATERY: Oh no, Johnsons” Chrome Cleanér has 
Dec On bie Market for 10 or 15" years, “1 tninky = to has 
been on the market for 10 years I know, and I think 15. 

THE CHAIRMAN: That is the Chrome Cleaner? 

MR. MALEY: The Chrome Cleaner has been on the 
market for four years that I know of and it might have 
been more. 


WR. FAVREAU: Is it a good seller? 
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229% 
MR. MALEY: The Chrome Cleaner? 


MR. FAVREAU: I am not asking if it is a good 
chrome Gleaners) il tam eakimeg sip vibitistascood seller. 

MR. MALEY: They just give it away; they do 
notundell Lt. 

MR. FAVREAU: Has it always been given away? 
Or was it at one particular time sold on the market, 
that chrome cleaner? 

Me, MALEY?) (iL wisllogo, back fon whree: years, 
and at that time when they bought two cans == that is 
tne Cornu eid the Car Plate, they goavons free, You 
would see it in all the advertisements in the windows 
and all over. They foea to give it to the customer 
direct; now they seen to give it to the oil company, 
the distributor and they hand it out whatever way they 
want to. 

MR. WICKWIRE: JI suppose the result of that is 
that the distributors will not purchase your product 
from you,’ is) that. correct? 

MR. MALEY: Yes, I have occasions of that 
happening. When I go into stations and want to sell 
them the product, they say: "Well, I am getting Johnson's 
free, _ lave got to buy this polish and I am getting 
this Chrome Cleaner free. Why should I buy yours?” 

THE CHAIRMAN: That would be a pretty good 
argument for many people: if they can get something 
for nothine way pa yefor wt. 

MR. WICKWIRE: But you can sell your products 
to other distributors who do not handle Johnson's 


products; is that correct? 
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260. 
MR. MALEY: Every service station in Ottawa has 
Johnson's, 
MR. WICKWIRB: iivery service station? Every one? 


MR. MALEY: Yes. There may be some that put it 





up under their own label. Shell have labels on their 
polishes so you do not know what they are. They may be 
Johnson's or C.I.L., but they are put out under the 
company's service station name. 

MR. WICKWIRE: Do some of the service stations 
in Ottawa sell your polish? 

Me MALRY: -‘The B & A will Sell 1%. 

TH CHAIRMAN: The B & A Oi] Company? 

Wie MARY: Yes. You can 26 an there and if 
you have the stuff you can sell it, there is no question. 
But in the case of the other oil companies they have a 
polish that they push. They have it in their contract, 
Oot Of wets Se rVLC SO, SbeLLOnN OWwrera. “Chew neve. Go 
meet a Cueva and, S6li<so much. end af they dG, not de 10, 
there is something done about then. 

MR. WICKWIRE: Is that because they have a fran- 
ehise to sell certain products? 

Mea MATEY: Yes. None of these oil companies 
makes a polish. 

MR. WICKWIRE:, We are talking about service 
Stations now. 

MR. MA LEY: The service stations. 

MR. WILCKWIRE: Selling your cleaner. 

MR. MALEY:. Yes. 

MR. WICKWIRE: You say some of them will not buy 


your cleaner for resale because they are selling Johnson's. 
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261. 
MR. MALEY: Well, with the exception of the 


B & A none of them will buy the polish. I happen to 
have a cleaner that is just a little better than the 
others and so many customers are calling for it that 
maybe 40 percent of their stations bootleg it. They 

do not put it on the shelf; they have it under the 
counter some place and if people call they can get it. 
if they put it on their shelves in a Lot of places, the 
inspectors come around and tell them to take it off. 

MR. WICKWIRE: Your trouble is that you cannot 
build up your volume, is that right? 

MR. MALEY: I cannot build up my volume, not 
in the polish. 

MR. WICKWIRE: What sort of volume do you have? 

MR. MALEY: In polish very little. JI have just 
started with that stuff, 

MR. WICKWIRE: When did you start? 

MR. MALZY: About a week. 

MR. WICKWIRE: About a week ago? 

MR. MALEY: Yes. I have mt few samples out 
but they will not touch the polish. As regards the 
chrome cleaner on account of the special demand there 
Pearor vty) 1 Sell- it pretty good. 

THE CHAIRMAN:\ How much do you sell of the chrome 
cleaner in a year? Have you any figures for the last 
two or three years? 

Mra MALY.) °L'cotlad not Just ecive you the figure 
pus Tethink you weil find my chrome cleaner in 50° percent 
of the stations -- not on the Boi eat but hidden away. 


THE CHATRMAN: You said the B & A Company would 
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PAs 
handle it. Do they put it on the shelves? 


MR. MALEY: Yes. 

THE CHAIRMAN: But the others handle it under 
the counter. 

MR. MALEY: You take the B & A. They do not 
bother about accessories at all; they make their living 
out of tee Oil and greases, and they leave the other 
entirely to the station operator to handle it the way 
he wants to. They do not interfere with him, 

THE CHAIRMAN: But the other on ea you say, 
have some arrangement with the particular supplier of 
Berson es USD Oe ered oe 

MR. MALEY: Iwill tell you about one. There 
tS this Canadian Petrol, the Pina Company. They heave 
bought that property of Mahoney & Riches, and they are 
putting up five stations here. I wanted to sell then 
seme Chivome Cleaner. "Well", Rergaidy “Laweil tel 
you plain; we have made a deal with Firestone and you 
neve £00, ~C sell them to sell us". OW eue ye Seles 
"They only handle American prodjucts; they pw as 
Johnson's", RE do, nop Care” tevsavya, "ohet sis where 
we have got to buy it so that means we have got to deal 
with Firestone in Akron,, Ohio”, these, of] companies 
instruct their branches in Canada with whom they have 
got to deal; it is a/cartel between the oil companies 
and the polish companies. 

THE CHAIRMAN: This is rather getting away from 
the loss-leader matter. 

MR. WICKWIRE: That has not very much to do 


with the subject of loss-leaders, as the Chairman 
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Suggests, has it? That is a different subject from 


loss-leaders which is what we are discussing. 





THE CHATEMAN: 12% may be-wery serious for you 
PUG ieee NOt 6 LOssHleacerhce biel 15 UO, say, Uksese 
contracts to which you are referring for handling the 
accessories of a particular company only, is nob: a 
matter of loss-leadering. It is another problem which 
Can ibe ye bretiy Serious hoes DUte Leis | ROUc phe [same 
thing. 

MR. MALEY: That is the serious part of it. So 
fer as Chis question or wile -Chivme, Cleaner as eoncerned , 
L could do the same as they are doing; I could add 
15 cents to my can of Chrome Cleaner and give away the 
| polish but» E«cannot get into the stations to. give it 
away because they will not let me in. If they were to 
put my polish on thein shelves it would mean them 
Losine their f£ranchise-and. they just wiliwmot put it 
Ons 

THER CHAIRMAN: But you do a substantial volume 
Of ous mess Wwith-your Chrome Cleaner do wou? 

MRe MALEY:. Yes. 

THE CHATRMAN:. Have you any figures ‘to ee us 
to show how it has been affected by this practice during 
the last few years, that is the practice of somebody 
else giving away Chrome Cleaner? 

MR. MATEY: ~L would say that;there are.25 pers 
Gent,,of she, stations that el cannot operate atoall. 

THE CHATAVMAN: . I am not referring to that soe 
much as to what extent your business has been. effected 


or injured by the giving away of a chrome cleaner made 
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by somebody else. 

MR. MALEY: I would say 25 percent. 

THE CHAIRMAN: Have you got any accurate 
Preures? ) Wik wrour<pooks «show -rt? 

MR. MALEY: I cannot tell you just the amount 
an dollera: 

THE CHAIRMAN: Have you got books which contain 
figures or any information which would help to verify 
that? 

MR. MALEY: Well, I have not really got that. 

THE CHAIRMAN: We need to have facts in order 
to know what you are suffering and why. For you simply 
to say, Mie think i atvis 25 percent: di have, lost.a sia 
Pesulijols thas" leh not very much, im theeway of proof. 

MR. MALEY: Well, Dwidde tell you: -there as. 2 
station -- I do not want to give the name, but I will 
Ba Vies a te Pb Ase Kiely Sy —s to, Whom 1 mised, to isel ll about 
4 dozen a year. I did that for two years and then he 
quit altogether. I said: "What's the matter? Don't 
you like my chrome cleaner?". He oa HR IcCannoG. pb 
that in; I have got to put in the company's chrome 
cleaner under pee iainoe under compulsion. JI have got 
nothing against yours”, 

THE CHAIRMAN: | That is: the other problem. 

That is the question of shutting you out, as you claim, 
by chase contracts. What [was trying to get at is the 
effect on your business of another make of chrome cleaner 
being given away. That comes much closer to a loss- 
leader practice. 


MR. MALEY: The effect on my business will only 
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205» 
be about 25 percent, but the effect on other companies 
that make a similar chrome cleaner to that, I am sure 
the effect on them would be 75 percent. I happen to 
have a chrome cleaner that is a little better than the 
reste 

THE CHAIRMAN: You are not suffering as much as 
some of the others are; that is what you mean. 

MR. MALEY: . No, I am not. 

MR. WHITELEY: I notice in the folder you sub- 
mitted to us that it does suggest a price for this 
chrome cleaner? 

MR. MALEY: Yes. 

ME WHTERLMY 2 Ts 2h. not. tine icage that an other 
years this was actually sold to customers? 

MR. MALEY: When they sell it they get 69 cents 
for it~. Sometimes they do not give the-Chrome Cleaner, 
to the party who buys the other two. He does not ask 
for his CaromeCleaner,.,and. they;do not. give it. to, him. 
For any that they sell it. is 69 cents. 

MR. WHITELEY: I hae ie OGler yenre. when Lhe y 
did nov have this,special offer, did not, they actually 
sell. the Chrome Cleaner? 

MR. MALEY: No, they gave it away. 

MR. WHITELEY: /Mfhey have always given it away? 

MR. MALEY: dastivyear or the year, before, and 
part of last year they gave it away. They put it in 
the window and say: "Buy the Carnu and the Car Plate 
and you get this free*., You must have seen it in all 
the stations, big advertisements in the window. 


MR. WHITHLEY: And that, you say, they started 
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last year? 

MR. MALEY: This year they sell it to the dealer 
and he distributes it himself. Thevetye- 1) bO. him 
hate but before they used to give it to the public 
frée, and they had the advertisements out. They have 
different combinations, but in none of the combinations 
dO “they charge Tor 16. 

WR. WICKWIRE: What happens if I go into a 
service station and I just want the Chrome Cleaner and 
not the obner things. Do 1 get the Chrome Cleaner free 
Or go © pay Oo cents for Lt? 

MR. MALEY: Supposing you go to the Champlain 
service’station on Wellington Street here. If you are 
a customer of his and you want a Chrome Cleaner, he 
will say: “Here I have got two; I have got Johnston'ts 
which Twill e@ive to you, but if-it is Maley'’s, it is 
75 cents". Nevertheless I sell more of mine. 

MR.e WECKWIRE: “My point as: “will he give me 
the Johnson's cleaner or do I have to buy the Carnu and 
the Car Plate? 

MR. MALEY: You have got to buy the Carnu and 
the Car Plate. 

MR. WICKWIRE: If /I do not want the Carnu, if 
I have no use for it and/it just so happens too that I 
neve mo Use Tor tne Car Plave, put £f do need some Chrome 
Cleaner and that is all Ll want, will he give me a can 
of Johnson's Chrome Cleaner or will I have to pay for it? 

MR. MALEY: Someone will have to pay for it. If 
you go to someone like Champlain he has so much left that 


he will give it to you. 
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PO}. 
MR. WICKWIRE: But normally I would have to pay 


LO AG? 

MR. MALEY: . Yes, I would say so. Ido not know. 
Well, those. sean)to be the principal points of the thing. 
I could tell you what I recommend, but there is not much 
use in taking up too much of your time. You take these 
service stations having their own chrome cleaner and 
having their own polish. They have put the last Cana- 
dian polish company out of business. There is not 4 
Canadian polish company in business any longer in 
Canada. 

Ma. SWHDTELEYss Of, course these. products are 
made in Canada. These products you have in these 
Samples are made in Canada. 

MR. MALEY: Yes, but Canadian-owed products, 

I mean. 

MR. WHITHELEY: I say these are made in Canada. 

MR. MALEHY: Yes, but they are not Canadian owned. 

MR. WHITELEY: The companies that make them 
have some relationship with America; that is what you 
mean? | 

MR. MALEY: Yes, they are all American owned 
companies. The B & A Oil Company is the exception. 
You have a chemical research bureau down at Hastview 
there and they go. to work to test our polish for eo 
but they might as well close that place up if we cannot 
sell ae and we cannot sell polish to any place except 
the B & A because they will not buy it. The Beer 
I think, is that all merchandise and services should be 


priced separately and fairly, not sold in deals or 
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offered as premiums. I think that is the remedy which 
would dispose of loss-leaders. 

THE CHAIRMAN: Yes, if you could make it stick, 
it would certainly dispose of loss-leaders. 

MR. MALEY: Yes, I think that would do it. 

THE CHAIRMAN: If you could find away of making 
people handle their transactions in that fashion you 
would not have any loss-leaders because they would al- 
ways sell at regular prices. 

MR. WHITELEY: You might have some other con- 
Sequences. 

MR. MALEY: If a loss-leader is harmful it is 
an unethical transaction. 

THE CHAIRMAN: Most of your problem, it seens 
from what you have said, is due not so much to any 
aspect.of loss-Lleadering as to these special contracts 
which you say exclude you from your only reasonable 
market. 

MR. MALEY: That is correct. They were saying 
a few minutes ago that there should be some authority 
to decide what 2s) anunethical practice. I. think that 
is what we Teee. somebody who has the authority to 
Say "you can do this, but such things you cannot do as 
they are not in the interests of the country as a whole". 

I guess that covers it all, 

THE CHATRMAN: Thank you very much, Mr. Maley; 
we are pleased to have your presentation. 


--- Whereupon the hearing terminated at 4.15 P.M. 
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TORONTO, MONDAY, MAY 31ST 1954. 


Delegation from: MASTER PHOTO FINISHERS AND 
DEALERS ASSOCIATION, 


Comprising: — Mr. W.J. Ivay, 


Canadian Executive Manager of 
the Association. 
Mr. Ron Grahan, 
Greyhound Photo Service. 
Mr. Doug Dollar, 
Mercury Photo Service. 


---The hearing commenced at 13:00 a.m. 


THE CHAIRMAN: Gentlemen, the hearing will come 
to order. This, as you know, is a step in the in- 
quiry into loss-leaders across Canada. The first 
public hearings before the Commission uene held in 
Ottawa in the week beginning two weeks ago today and 
we are proceeding now with the proceedings in Toronto 
from a number of organizations, business houses and 
some individuals who have indicated their desire 
to present briefs and make representations. 

We start this morning with a brief, I under- 
stand, to be presented by the Master Photo Dealers 
and Finishers Association, and I would ask whoever is 
appearing on their behalf to come forward. 

MR. IVAY: Mr. Chairman, and gentlemen, I 
thank you for the privilege of appearing before you 
on behalf of the Master Photo Dealers and Finishers 
Association so early in your sittings. 

THE CHAIRMAN: Just tell us your name, please. 


MR. IVAY: w. J. Ivay, Canadian Executive Manager 
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of tne Master Photo Dealers and Finisners Associa- 
tion. 


CHAIRMAN: Is anybody appearing witn you, 


be 


TH 
Mi .Vays 

Mn. IVAY: Yes, I have two finishers here 
whom I can call for information. 

THE CHATRMAN: SIney might ite to the table 
if you decide to have them with you and if you would 
just let us have their names and if tney are officials 
of the crganization. 

MR. IVAY: Mr. Ron Graham, Greyhound Photo Ser- 
vice; Mr. Doug Dollar, Mercury Photo Service. 

THE CHAIRMAN: Yes, Mr. Ivay? 

MR, IVAY: The Canadian srancn of our Associa- 
tion 1s made up of photographic dealers, finishers, 
Gistrioutors and manufacturers from across tne 
Dominion, and at a recent convention, why, we nad 
memvers there from as far as sucn distrivouted points 
as white Horse ard the Yukon Territory; Victoria, 
British Columoia; St. Jonn's, Newfoundland; Halifax, 
cesides Ontario and different provinces. 

My personal interest in the photographic pbusi- 
ness is that I puolish a photograph trade supplement 
in connection with drug, mercnandising, drug trade puo- 
lication, because I am not connected with any photo- 
graphic firm, I was requested by the head office of 
the Association to head the group here in Canada. I 
accepted on the understanding tnat I would nave a free 
hand to promote unity and fair dealing amongst the 


different dealers and finishers nere. 
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It is in a matter of this fair dealing among 
our memcers that I am nere vefore you now. I nave two 
advertisements, one from Toronto and one from Sarnia. 
where ponotograpnhic processing firms are offering throu, hn 
their dealer agents a free roll of unexposed film 
supplied oy the processing firm witn eaecn exposed film 
Lertvsror finishing “and prinvine ¢ 

Since tne average charge for developing and 
mrinting a roll ‘or-film is) 90¢' and the’ revall price of 
an unexposed roll is 45¢, I suggest that this is a loss- 
leader practice oy thinking to attract susiness to this 
processing firm's dealer to the detriment of other 
firms and their dealers, and I invite your considera- 
tion. 

Now, this presentation is witnout malice to any 
firm, cecause most of tnem are memcers of our AsSsSocia- 
tion, out what I want to find out is, do you people 
eonsider this as a loss-leader? In my mind it is, but 
I do not Know your opinion of it and I nave these two 
advertisements tnat snow that. 

The CHALRMAN: Mr. Ivay, perhaps you would file 
those witn the Coummission so that tney will see exactly 
what-they refer to. 

Mire IVAY: Yes. 

MR. wilCKwike: LI would suggest, Mr. Chairman, 
tnat Mr. lvay pernaps for the purpose of tne record 
could read his brief into tne record. 

The CHALRMAN: Yes, I thought we would mark tnose 
advertisements as exhivits to go along witn nis vrief. 


MR. WICKWERE: Yes, all rbkenv’,. 
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THE CHAIRMAN: You will read your orief? 

Mr, IVAY: "My letter of May 7th to your Commis- 
"sion was replied to cy Memoer A. S. whiteley who 
“advised tnat meetings in Toronto would ve held 
"in the Senate Chamber otf the University of Toronteo. 

“The inquiry of whnls! Association 1s: Is the 
"eiving away free of a roll of new unexposed film 
"to a customer who picks up and pays for a set of 
"prints and negatives of an exposed roll left wita 
‘the dealer, considered a loss-leader? 

"Most drug stores send their exposed rolls 
"So one or anotner of tne larger finishing estab- 
"lishments for processing and printing. 


Im 


The operator of one of these estavolishments 

"is endeavouring to boring more customers into his 
“dealers! stores by offering this free roll of 
PE 1m tarou.h these dealers to the customers." 

Then this next part here I have revised because I have 

said: 
"The average cost to the customers for a set of 
‘prints and negatives from an exposed roll is $1.06". 

On further inguiry I find that was 90¢. 
"The retail value of an unexposed roll is approxi- 
"mately 50¢." 

Tne tax since tnen taken off prings it down to 45¢. 

PThisemethod, of using: a roll. of film as.a 

"tcome-on! to get the exposed roll left with one of 
"the offending, finishners' dealers, is causing a loss 
""of pusiness to other finishers and their dealers. 


"The offer is generally made tnroughn a dealer 
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"for a period of three or four days duration. 


“we would like to have your Commission dis- 


"euss tnis scnene when you are meetin, in Toronto 


ments, Mr. 


Mh. 


that some of the finishers mignt appear with 


to talk this situation over with. you.” 


at the bottom. 


MR, 
films? 

MR. 
---HXHIoiT 

THE 

MR. 

THE 


CHAIRMAN: If you would bring the advertise- 
ivay. 
IVAY: This one offers it in very small print 


FAVRB#AU: This is only for black and white 


Ivers ais 


is black and white. 


T-1; Circular neaded "Free Film Offer" 
marked "good only on dates shown, 


Monday to Thursday, May 24th, 25th, 
eoun aria efron.” 


ChAlnMAN: 


LVAY: Prom 


CHALRMAN: 


Sarnia Ooserver. 


MR, 


IVAY: yes. 


Ine newspaper advertisement -- 
the »sarnia voserver. 


Taken, L am informed, from the 


that was sent in oy one of the 


drug, store memoers up there. 


THE CHATRWMAN: Have you tne date of the issue? 


MR. IVAY: No, I did not get that. 


THE CHALAMAN: It does not appear on this clipping. 


It is undated and refers to the re-opening of a studio 


offering a free plastic cup and saucer with every pur- 


ehase, 


MA, IVAY: in the smail print, 


about the free roll of film. 


THS CHAIRMAN: On, yes. Also containing a statement 


Sider 


is 


tne story 
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that 4 roll or Tilm will. be supplied free for one year with 

every camera purchased, one roll or a nundred rolls, "if 

we do tne finishing at regular prices”. 

~=-=-DAHLBLT T~2; Clipping (undated) from Sarnia Ooserver 
CONTAIN Ne Sito orrer withiwevery pur- 
ehase on re-opening of a studio, and 
and offer, on purchase of camera, of 


free filins-for one year, if we. do 
the finishing at regular prices”. 


THe CHALRMAN: , Do counsel desire to see these? 
(handed). Proceed, Mr. ivay. Does tnat conclude your 
presentation? 

Mr. IVAY: Yes, unless you have any questions. 

Ths CoALRMAN: «we may have some questions. DO 
either of your colleagues desire to add any comments at 
this stage: 

MA VAY : Yes, Mr uranam nas from his own records 
one store, how susiness c:iiainged during the week tnat tnis 
was in effect-at one oi tne otner processing firm's dealers 

Pris CHalitiuaiv: Perhaps Mr. ~paham could just explain 
that sictuacvion. 

Min. GhAAs: wx.e have an account across tue road from 
this particular account that you hare tnere tnat is giving 
Gur reeoroli sor 111m away. 

Tes Chin iaMAN: is wtna. on Sarnia? 

Ma. GhAnAS: NOs. Nat 2s on Kaneston, noad Toronto. 

irs Crna? Phe. LS pe. first lciroular vou, are 
referrin. to? 

Ma. GRAnMAM: ‘The first week of May tuis account or 
ours did $25.39 wortn of ousiness. 

PHs CnAw.nMAN: Is tuat in finishing: 


Mo. GAArAM: That is in finishing. 
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Tinaw CnALRMAL.: hat does not include any mercnan- 
dising? 

May Ghagam:) NOR thatude just etraiehv) finishing, 
fhe second weex was 4.25.32 and the third week was $20.52, 
and then last weex which is normally one of the diggest 
weeks of the yea: in the photographic finisning business, 
last week was the week tnat tauis store gave tne free roll 
of film awa;, ana this account of ours across tne road 
dva Se.67, soc sdows @ 1o0es- of 1008, 

Tria CoalkMAN: Do you mean 5Op? 

MR. GRAHAL: 50%. 

Hs CnaAlnAMAN: You still did some business. 

Mn, GRAGAM: Uh, yes. it was approximately cut in 
half, and normally that week would have been, I would say, 
a tuird higher tuan any of the other weeks. 

THS CHalRMAN: secause it is the week of t.e first 
ole Sumer holiday. 

MRS °GoAnAM: Big holiday. | 1 mean, all. ‘our othe: 
accounts were up at least a third over the previous weeks, 
whereas this account was down 50%, bveing rig.t across the 
road from tnat dealer tnat was givin: the film away. 

we rey ar account at Allandale tnrou.hn this 


finisher giving a-free roll of "film away. 


Lt) CnAL AMA: How far awa, is taav? 
MR. GHAnAM: hat is about 6Owhles, that de rigac 


near sarrie, 600 miles outside Toronto avyproximately. 

Tro CnAsRMAi: what i8 tne connection vetweer this 
advertisement and an account 60 miles away? 

Mit. GdasiAis: that particular advertisement tnere 


nas notaing to do with it, out this advertisenenc has veen 
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goin, on at dealers all across vuntario. the, Le gust one 
particular advertisement tnat we oroushnt along. ihat same 


thine, Nas. been. gin on at Urue stores all-over wntaric. 

Tris CHA.nMAN: was the same tning gcing on in the 
Vicinity of Allandale? 

Ma. GHanAM; oh, yes. 

fob CnAsaRMAN: come finisher tnere was -- 

Ma. GAatAM: No, it: is the same finisher. ne has 
accounts all over Untarlo just "tne Samevas we mave. “we 
have dealers all throuzn Ontario. 

Mn LVATs Mr, “Chairnany on thaG exhibit, ainvone you 
nOCEOS That it Le-erprinted form thape they “sug oy fisled in 
the dates and tne name of tue store and tnings like taat 

Mn, GHAnAM: Now, this Allandale Drugs, we nave done 
that partitula: drug store for at least fifteen years. Inen 
this other finisner cane along and offered tnem a free roll 
or filiwitn every film Chat tneir customer brought in, 
whicn we refused. to do, 85 we lost their pusiness, 

TH ChhilaMAN: sor tne uranan rnoto service you op- 
erate across’ the woole or the Province? 


MA. GRAAL: Uns. 7es. Le trio ma tiie: ald: a have 


He CHALRMAN: Mr. wickwire, do you wisn to ask any 
questions: 

WA. WLOKWARE: “Yes, ID haveva few, or. Chairman... 1 
Gon't know wnetner Mr. Ivay or Mr. Urauan wishes to respond 
to a few quesvions 1 nave, or reply te tne. Poe sit oO tae Le 
is the 50¢ mentioned in your orlef as tue cost vf an un- 
exposed roll, which you say now is 45¢, is tnat-a sta:dard 


price in tne trade or industry? 
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MR. IVAY: That is taking an average on the differ- 
ent sizes of rolls, 45¢ would fit in there. The same with 
the cost of developing. You see, I had $1.06 and I was 
figuring on a..12@ expasure roll at 8¢ and 10¢ for developing, 
which gives you $1.06, but there is avout 50-50 in the use 
of cameras that take an 8 exposure roll anda 12 exposure. 

MR. WICKWIRE; Then that is pretty well a standard 
average, is that it? 

MR LVAYs “Yes.. 50, Chateli youl enanee nat, (0 che new 
figure that I have given of 90¢, you get closer to it than 
$1.06. Then the sane way with the -- 

MR, WICKWIRS: Weti the $1.06 tnow it is 90¢) is the 
cost to the customer? 

MR. LVAY: Pato ts) right. ves. 

Mi WICKWIRKER: You say that. tue retadl  vaiueror.an 
unexposed roll is approximately 45¢ to 50¢? 

ie ays. LOS. 

MR. WICKWLRE: From whom does the distributor receive 
that film? 

MR. IVAY: trom tne manufacturer, he buys it from the 
manuracturer. Ll have followed him -- wnen tnis tning first 
started, he says he buys the film and pays for it from the 
manufacturer so that he can sel! it or give it away whatever 
he likes. 

MR. WLICKWIRE: what would tne cost-of that roll be 
from tne manuiacturer? 

MR. ILVAY: About 28%, about 30¢. he would pay the 
manuracturer, and he, gives it. free to.tne drug store to 
pass along. 


MR. WICKWERE: well,-you are perhaps a little bit 
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anead of me. Does he get any reduction in price for quan- 
tity purchased from the manufacturer? 

MR. GRAHAM: No, ne wouldn't, not oy buying enouga 
to give away, he wouldn't get any. 

MR, wlCAwlRG: I am not sa,ing oy buying tnem to 
give away, but for buying in quantity for any purpose weuld 
be nov. get a quantit, discount? 

Mi, GRAHAM: All tne finisners get what they call 
the top discount. I mean, tney ail buy enougn film tu get 
the top brackets. 

MR. WiCkwika: i see, and any distributor can gev 
the same price for X number of films purchased? 

MR. GnAitAis: fhat is right, in other words we would 
get exactly the same price as waat he would buyin, films. 

MA. wWicsawina: “ell, im the distribution of that 
50¢ roll from you tc a dealer, normally what price would it 
cost the dealer? 

MA. GhAAM: in selling the film to the dealer? 

MR. WiluKWIing: Yes. 

Mi. GRAHAM: well, we don't actually sell the films 
tO the dealers ourselves, not through the drug store. They 
buy them. They buy them separately mostly, different stores. 

MR. IVAY: They would buy them from tne manufacturer 
himself, wouldn't tney? 

MR. DOLLAR: ho, tse, buy tiem from the wholesaler. 
The wholesale drug firms sell them av a discount of avout 
Aeon rd ofl che List, 

Mr, wiCaxwilRa@: To the dealers? 


MA. DOLLAR: To the dealers, to tne stores. 
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Mi. FAVREAU: That would oring them down to avout 


30¢. 
Mn, J DOLEAR: oes... 
MR. wiCKwiRk; The same price that you would pur- 
chase. what dé you do iwlth) yourrsfiimesifnyou don't sell 


Lneme teothe dealers?y: How doryou gét ridvof, the, films you 
buy? 
MR. DOLLAn: we purcoase films, we are nov, you 


would say, in the wholesale business, but only as a source 


of easy supply. These out-of-town accounts get shipments 
from the wholesalers, we will say, once a week. They find 


that tnéyiare. short: of films. They aresgetting: phove work 

from their finisher ever, day. They write in and say “Send 
me “six rellsilof fiims”. We will send them out. ine that 

way we supply our dealers with rilms when they are in short 
supply, but not generally in the wholesale business. 

Mr.. WICKwika: You don't supply the trade penerally? 

MR. DOLLAR: NOS@ ie Onl yileass ai Ganventence. to our 
dealers that we supply them with films. There are lots of 
dealers do not carry any quantity of colour film or movie 
Tm . 

MR. wiCkKwlku: Is tnat the generally accepted prac- 
tice asifar as finishers-are concerned? 

MR, SUOLGARS iL think So, 

MR. PAVAYS Although the. finishers; doen aii of them, 
carry film there for people wno come in the store to bring 
in their finishing direct. Then you sell film out to them 
over your own counter, 

MR, DOLLAR: AG Pegulear retall prices. 


MR, WHITELEY: Excuse me, we might wet tne scale of 
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prices’ "Do*you*supply the film to’the dealers at cost? 

MR. GRAHAM: Mr. Ivay mentioned 45¢. Most films 
are 47¢. You work on a very small margin just for the con- 
venience of your dealers. 

MR. WICKWIRE: In those instances where you do sell 
films where tne dealer happens to be in short supply, what 
is the price of that film to tne dealer from you? 

MR. GRAHAM: It would be approximately about 3ce¢. 

THE CHAIRMAN: You mean your handling of films is 
only for convenience or accommodation of your dealers? 

MR. GRAHAM: That is right. 

THE CHAIRMAN: You sell them at practically cost? 

MR. GRAHAM: You would be making 2¢. 

THE CHAIRMAN: You would not call that a normal mer- 
chandising mark-up? 

MR. DOLLA: No, because we are not in the whole- 
saling business. 

THE CHATRMAN: Yes, tnat is wnat I mean. 

MR. WICKWIRE: Could we jusv stor a minute explore 
the margin on the cost of tne development, $1.06, that is 
what the customer pays. 

MR. DOLLAR™ The dealer gets a third off that. 

Mn. WiCKWIRE: The dealer gets a third, 30 and some 
Sad Cents 5) Larrc? 

MR. DOLLAR: Yes, off $1.06 he would get 35¢. 

MR. WICKWIRE: That leaves some 7O¢ remainin,,? 

My. VObLARS Thav ts rient. 

MR. wWICKwIRE: what margin does the finisher enjoy 
on that? 


MR. GRAHAM: ‘The finisner nas what is left, would be 
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35.frem $1.06, that, is for 4.12 exposure. roll. on a T4¢ 
roll, that is an 8 exposure film, that would ve 50¢ that 
the finisher has left. Therefore if he gives a roll of 
film away which approximately costs nim 30¢, he only gets 
20¢ for that finishing. 

MR. WIiCKwing: What would his cost be to finisn that 
roll’ 

Mk. DOLLAR: I cannot guarantee that these fi.ures 
are correct,, but the gross on photo finishing business is 
oetween 25 and 30% gross profit. 

MR. wiCKkwiRe: i see. 

MR. DULLAR: Some finishers, their oversead is much 
hisher tnan others. Now, we are rigit down at Front and 
York Street, wnere rents are high and Mr. Graham is on 
Adelaide Street. The finisner toa. gets out further, his 
rents are lower, his taxes. 

MR. WiCkwiR#: So his costs would be lower? 

MR. DOLLAR: | Yes. 

ToHk ChAiRMAN: when you are speaking of tne margin, 
i guest Want. tofbe quite sure, gou say 25°10.302.,. that is, 
of your receipts? 

MR. DOLLAR, Gross. 

THE CHAIRMAN: Your gross: receipts? 

MR. DOLLAR: That is, right, that 1is-your gross profit. 

THE CHAIRMAN: And, your, costs are hizher,of course 
iu.the Dign rent.district, but if your business 1s propor- 
tionately larger, I EN eee: the cost.per unit is not 
much higher. 

MR. GRAHAM: That, Ls Len. 


MR. WHILiBLEY: sy the gross do you mean the differ- 
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ence, between the maiterial*cost and your selling: price? 

MR. DULLAn: And your overnead. 

MR. WHITELEY: what is tue margin you are speaking 
O21 % 

Mi. DOLLAR: Well, from your gross profit you have 
to pay all your overhead. 

MR, WHITELEY: Thatyis, your wrosswyourare referring 
to is the difference between your material cost and your 
selling price? 

MK. DOLLAR: | That Jeerigntey 

MR. WLICKwIiRz:; So that your material cost would be 
abou. 47¢? 

MR. GRAnAM: Yes. 

MR. wiCKwIRE&: Now, Mr.-Graham, this instance you 
gave us of an outlet across the street that you complain 
about Tn wxnI Lt 2 wis,that. aydrug store? 

MR. GRAHAM?) No si 2tais not _ardruc store, att is a 
ByYpeeofhatohandhes sandréss and tobaccos and thinys like 
that. 

MR. WHIWHEULY: excuse me, I think you meant in 
Exhibit l rather than Exhibit 2. 

Mi UWE CKWERES GC BXRLoOLt Ll, Dam sorry. I referred to 
iC as. Bkni biel es ft is {She ipl oh © my Ea 

MR. DOLLAR; Kingston Road. 

MR. GRAGAM: No, that isnot a drug -store eeay we had 
across the road from them. It is a sundries store, 

MR. WICKWIRE: How general has tnis practice become? 

MR. GRAHAM: well, every week since, I would say, tne 
first of March there has been three or four dealers in 


Ontario having it put on for them, right up to the present 
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time. Last week there were two dealers that I know of per- 
sonally in Toronto were putting it on. 

MR. DOLLAR: Tnree. 

MR. GRAHAM: ‘Three, was it? There I couldn't say. 
There may have veen lots of otners out of town that we have 
not heard about. 

MR. WLICKWIRE: ..And so far in youn experience, Mr. 
Graham, you have only had one dealer who has said "No more, 
I don't want". 

MN .JGRAHAM:. Yes, that 28 vigne. 

MR. WHIVWELEY: Has the offer peen repeated at the 

. 
same dealer or has it so far only occurred the one time? 

MR. GRAHAM: No, it has peen repeated different years. 

MR. WHITE&L“Y: No, at the same dealer? 

MR. GRAHAM: At the same dealer. That particular 
dealer you have, I know that was put on there last year. 

Mn. WHITELEY: But not during the same year? 

MR. GRAHAM: Not to my knowledge, it has not been 
put on twice during the same year. 

MR.. DOLLAR: Last year in Weston it was put in the 
same store twice, right across from where we operate. we 
have lost track\of the dates. 

MR. WHITELEY: How far back in time were tne succes- 
sive offers? 

MR. DOLLAR: Uh, avout three months apart. 

THE CHAIRMAN: Is it usually around some holiday when 
there is apt to be an extra rush of business? 

MR. DOLLAR: He does it in the summertime when the 
business volume is greater than in the wintertime, it is 


more generally done. 
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MR. WICKWIRE: And 1 take it that tne same, it is 
the same person wno would do it, say, three or four 
a year? 

MR, GARASAM; Thatds right. 

MR. DOLLAR: one of the other photo finishers like 
the deal, and we all nave customers calling up and askine 
us to do it, and we refuse to do it, and some say "If you 
are not going to do it, we will nave to make a change". 
However, so far we have been able to talk them out of it, 
bubithey “are all disturbed about it. 

THE CHAIRMAN: Did you say there is only one photo 
finisher who does this particular deal? 

MR, DULLAR: To my knowledge. 

NAO EVAY: salntblethis, other one’ .came out there. 

THE CHALTRMAN: Sarnia? 

MR, IVAY: rom Sarnia, yes. We had an instance 
about a year ago now. The All-Canada Camera Club started 
up and they ran large advertisements in tne week-end paper 
and said: "Buy a camera from us, give us your finishing 
rightytnroughvand we wiillesupply.a, newsrokhl of film for a 
year for this, As long as we do the finishing for every 
roll you turn in.we will give you a new roll". I checked 
on that on vehalf of tne Association right away, and in 
about a month of working on it we checked the film that tney 
were giving and found that it was out-dated. within a montana 
from the timé that they firstistarted, when LI went .after 
them on this, they called me up and said they were going to 
disband this club; the few people that took advantage of tne 
offer they would turn the work over to one of the processors 


and let him do it and he would give the film, and that is 
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the same one that is comin, tnrougn From Sarnia now, out 
they dropped the All-Canada Camera Club because I went 
after them on behalf of the Association. 

If it had got across Canada the way they had hoped, 
it was going to mean thac otner finishers in the photo- 
graphic business were really going to be out oi luck for 
work and stores were not going to sell cameras or anything 
else; but having taken action right away when this first 
advertisement appeared, the All-Canada Camera Club dis- 
banded, that was tne end of it. 

so when this came up again now, I called the offen- 
ding finisner and they wanted to know if I was threatening 
them on this, 1 said it would have to .come before your 
Commission and 1 assured him that it was not -- as I 
said in my presentation this morning, the reason I am 
acting as Canadian Executive Manager for the Association 
is that I have no particular brief for anybody. I am 
out of the photographic business and sort of umpire, as 
it were, for ail of tnem, but I do like to see and want 
to try and keep the business clean, because if tnis is 
allowed, I mean, in giving free films like this, then 
what is to stop some of the other processors from giving 
& tube of tooth paste, witn every roll of film or as: tsds 
one that gave a cup and saucer, or anything else. That 
is my purpose on behalf of. the Association, without malice -- 

MR. WICKWLRE: That brings, us to the point. con- 
cerning, which we are here. Le chat practice. a loss- 
leader? 

MH. LVAY:, Well, I submit.tnat. the facts: that 


you have of the cost of the film and the amount they 
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get in there for the Pe eee printing and what 
they cost, thercost of they flim tor them, definitely 
Whenryournrun anto150% edimosé, Lewould’say.idt isi -+- 

Lo want your opinion here’ so that I can advise all of 

our peopis> a"Dorttiudo this!) or 7it Le okay, you can give 
away anytaing you like". 

MR. WiCKWIRE: I suppose you don't know, Mr. 

Ivay, what tne effect has been on tne volume of this 
particular Tunisher,, the: volume of )nis ,ousiness? 

MR. IVAY: No. Whether it has increased business 
so much you mean? 

NMR. WECKWIRE: (Yes. 

Mae ITVAYs Well, no, hevwouldr not, tell me! that. 

He did say ‘we did it before" and a few years ago we 
had-+= I think this was the first time he started, was on 
an waster Sunday parade at our Sunnyside board walk here, 
and just ahead of that he ran a biy, ad saying to take 
your, exposed rolls, to one of our dealers, drug store’ or 
tobacco store, wherever ic is, and with each roll that 
you bring in we will replace it, we will give you a 
freeiroii. 

Then it came up last year in-a small way, but 
this year it has ceen more prevalent, he has gone ahead 
here ina bigger way. That is why L say we would like 
LO vet Ages toppedsor Vind Outen 2b tesatlwriene. 

MR. wiCKwlRa;: Perhaps Mr. Graham can answer 
Chiseone.m The Lilustration you gave us of the four wees 
in May, the last one being 12.07 for tne last week 
Guring whicn tnis advertisement was on: what has been 


the effect in this particular outlet on other occasions 
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when this sort of thing has gone on? 

MR. GRAHAM: It was just exactly the same last 
year, their business dropped down. in fact I tuink iv 
dropped down less than 50%. 

MR. WICKWLRE: It drops down for that week? 

MR. GRAHAM?” Yes” 

MR. wiICKWIRE: Then what happens the week after? 

MR. GRAHAM: Well, back to normal again. 

MR. WIiCKwiIRE: It comes back to normal again? 

MR, GRAHAM: Yes, back to normal. 

MR. WICKWIRE: So there is no continuing effect? 
It has a bad effect for the one week, is that it? 

MR. GRAHAM: Well, it may have an overall con- 
Criurne -ertect.  "Fovis pretty, Nard to say. ' i Chink it 
would. it would be pretty hard to definitely say it 
would have an overall continuing erfect, because their 
business is, well, it is approximately the same now as 
it was two or three years ago, whereas in general the 
whole photographic business has increased. 

MR, WICKWIRE: What percent of your total sales 
would be affected by this practice? 

MRy GRAHAM: "Oh; L couldn't say, 

MR. WICKWIRE: Well, can you say approximately? 
Doessic “only afrecy’ it sliagnely? 

MR. GRAHAM: I would say it would be 102. 

MRK. WLICKWIRE: 10% for the week that this practice 
cs running? 

MR. GRAHAM: That particular week where the 
dealer near one of our dealers nas it on. 


MR. WICKWIRE: Then you pick up again too? 
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MR. GRAHAM: Yes, but most of these dealers, 
where they are in competition with this free film, tneir 
business has not increased to the extent that other 
dealers' has where they nave nov had to complete with 
that. 

As Il say, throughout. the last four.or five years 
be wheke photographic ousiness has increased quite a 
bit, but these particular dealers tnat have to put up 
Withnenisepartacular type. of .competition,.i,dounit think 
their business has increased in proportion to others. 

MR, wiCKWIRE: ‘Thank you. 

MR. FAVREAU: Do you actually know what kind of 
fiim, the -brand,. they are piving away? Arey Lhey 
Canadian or imported? 

MR. GRAHAM: No, they are Kodak or Ansco. 

MR. PAVRGAU: Standard brands? 

MR. GRAHAM: Yes. 

THE CHATRMAN: Iowas.a iittle puzzled and i am 
not sure whether I had your statement correctly in my 
mind, about the margin that. the finisher works on, I 
think you said it. was 25 to 30% of the pross...1 am 
a little puzzled.because it always seems to me that a 
major element in the price which a finisher wouid 
charge is the lavour and'skill involved in producing 
the finished article, rather than the paper and materials 
thatveso LHito.thes required. process..,1.am a-iicile 
Huzsied coat» there.1is,only,aumarein of 25 or 30% if 
that includes all the work done, skill applied, as well 


as your general overhead, rent, heat, light, and everything 
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else. I. want to be.sure,. 

MR. DOLLAR: Perhaps I did not make myself clear 
On that... Actually I cannot tell you the secrets of the 
photo finisning pusiness poecause I only BA PROPS Mer- 
eury in the way of calling on the accounts, ces I have 
done all my life. I have called on tne drugs all my 
life, and years ago the firm I was with, they maintained 
their cost of materials, we will say on a dollar's worth 
of photo finishing, trying to explain it that way, on 
ardollar's worth of photo finishing their gross profit 
was 30¢, and their abae of materials would ve the other 
rier 

Now, cut of that gross profit.it might. be only 
their own wages to be taken out of that. I don't know, 
I can't tell you, but it has always been my understand- 
ing that the gross profit in the photo finishing trade 
was 25 to 30%, and not being an actual photo finisher 
or member ‘of a, firm, iycannot<go any further: 

THE CHALRMAN: What I was getting at, it seémed 
to me there was a marked difference between that industry 
as compared with certain types of retailing where you 
merely handle the-goods in and out of the shop or store 
and in which in some instances the mark-up is about the 
same as you are suggesting now for tne photo finishers. 
I would have tnought that what you could cail the lavour 
element in your total price would be much higher than 
in any ordinary retailing business. 

MR. GRAHAM: Actually it varies somewhat accord- 
ing to the volume you do. I mean, for instance, we 


may nave a wet week-end, but we still have all our employees 
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there, we still have to pay them, and your business 
would be down possioly 60% to what they would be if 
it were a nice, bright week-end. 

THe CHALRMAN: what I am getting at is the wages, 
are the wages of the men employed in the shop included in 
the: 25 or 30% mark-up, or are your gross profits computed 
after taking them into account? 


MR. GRAHAM: After tne wages:and: materials. 


THE CHAIRMAn: wages and materials included as part 
oF the+7O. 

Mx, GRAHAM: Wages and materials. 

Pha CoAtnMAn: That 1s what was puzzling me, 


because it seemed to me in your industry particularly 
wages would be a very large element in the total picture. 

MR. GRAHAM: Yes, they are. 

MR. DOLLAR: What I meant, that figure. 25 or 30% 
might saciid the “heads of ‘the firm in’ iv. 

THe CHARMAN: Yes, but not wages of the people 
wno were actually doing tne work. 

MR. DOLLAR: Not the wages. 

THs CHALRMAN: That clears it up.” Otherwise I 
couldn't see how your overhead could be met at all. 

MR, wHITELEY: Mr. Ivay, it would appear that 
the two exhibits you have filed with tne Commission 
differ substantially as to the nature of tne offer 
made. In Exhibit 1 the offer is replacement of a 
developed roll of film by a fresh roll for a limited 
period. In the second case the supply of film is 
linked witn a purcnase of a camera and extends for a 


period of a year. lL presume it is sometning similar to 
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the advertisement some sellers of washing macnines put 
out where the, supply you with a year's supply of 
soap. 

Mice LV AY Of course, there with the washing 
machine that is the end; whereas on tne replacement of 
the roll of film all the time, it is a new product 
going out and they are confining the developing and 
printing or that roll’ to-their” own plant, as they say 
in Exhibit 2, they have “to bring’ it back there for 
finishing at regular prices. tha Georines: Lu pack 
anto that store for’ thats reason, 

MR. WHITELEY: Yes, but that continues over sucn 
a lengthy period one would hardly think the seller 
would consider giving such an offer unless he was making 
what was a fair return in price. 

MR. GRAHAM: On that particular instance there, 
that particular finisher, he orcuentoin a cheap rilm 
from Burope, and tnat is the reason he can do that. 
This was old, out-dated film I understand he brought 
iti for about a nickek a roll, 

MR. WHLTBLEY: in other words he is cutting his 
costs and perhaps making a profit. 

MR. GRAHAM: With that out-dated film ne pos- 
sibly might. 

MR. WHITELEY: The two cases are clearly dis- 
tinguishable. 

MR. GRAHAM: yes, they are, 

MR. WHITELEY: The second case in Sarnia does 


not really bear on your problem at all. 
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MR. GRAHAM: No, not as much. 

MR. wHITELEY: If he is selling something on 
which he is making.a profit. 

MR. GRAHAM: It is possible. At the same time 
he is giving something to the public which is just 
no good, 

MR. WHITELEY: Another question 1 felt -- 

Mh, EVAYs4:.I broughtsthat outs; *itiwasenot men- 
tioned in the first instance at all but it came in 
since from: one of our drug memoers in Sarnia sent that 
ad to me with a story saying, how were they going to 
compete with business like that and signed it "a fellow 
member" and so on, 

MR. WHITHLEY: It seems to me from the explana- 
tion we have had now that it hardly comes within 
the field of inquiry with which we are dealing today. 

MRSA TVAY: No, if the presentation to the Com- 
mission is based. onvExhibitv ld, dutel did want.to file 
that second one with you too from Sarnia on behalf of 
our members so that we had presented it to you, taken 
action on it, 

MR. WHITELEY:. On the) first eae what would 
oe the difference in effect if this photo finisher 
instead of giving a free roll of film, reduced his 
pricerby.,2o¢? 

MR. GRAHAM; It would just amount to this 
that everybody else would have to do it too, the 
same as we are going to have to give a roll of 


film away if he continues. 
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MR.. WHITELEY: In other words he is not. linking 
actually any other sale. to the offer he makes; he is 
not leading people to Buy something else by giving 
a special Rargain on one item in order to encourage 
them to buy something else on wnich he will make a 
protat, iin errect. he is, reducine pis) price for, that 
period of this sale? 

MR. GRAHAM: Actually he is getting people into 
this particular drug store so that he can get. the 
dealer away from the other finisher. I mean, for in- 
stance, he will approach a drug store and say, "I will 
give a free roll of film away witn every roll your 
customers bring in". That way you get a lot more custo- 
mers into your store. 

MR. WHITELZY: How would you differ that if he 
came into the dealer and said, "Next week I will re- 
duce my price to you 2%¢ and I hope you will reduce 
your price to tne customer 24¢. That way we may draw 
& lot more people to do théir finishing with you and 
with me". Would there be any difference? 

MR. GRAHAM: JI don't know. 

MR. IVAY: “IL would think that the offer of a 
roll of film, some tangible item free, is going to 
bring them in more than a discount, if you give a 
lesser price for the developing and printing. Take 
an 8 exposure roll at 50¢. If he said "we will give 
you one print of each and so on fot each roll" 
that would not get equally as much attention or 


people int. the store as they would get from the 
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oOrrer’ or avrotlt of fi im, 

MR. WHITELZY: You, thinkoethes public is, more 
conscious of 4 material bargain than they are of a 
cash bargain? 

MRy SVAYecGt@hat le my polnt. and. 1 know! 1 
take. a 26t. efi picturesiand iff hadito, covoutvand 
puy a roll of film every time it would ve a tremendous 
dititeretice., 

MR. WHITELEY:. Of course this offer) herevis 
so limited that you could not develgp many rolls of 
film in the time that it applies. 

MR. IVAY: Well, in the particular instance 
there, there was a holiday week-end and it would pe 
much more than mid-week sales, out I think that eacn 
time it is put out that the date given to a. store 
takes ina week-end in the hope that they will get 
more rolls prought in They have.a banner in front 
of the store saying just when it is on. 

MR. WHITELEY: What I mean is that a person 
taking pnotograpns over the week-end is not likely 
to finish a roll on Saturday and rush out on a Sunday 
in order to get a-free roll back on Monday. 

MR. IVAY: Well, shall we tell you, you have 
a lot of beauty spots nere. My lad went out yester- 
day angvjust shor atroell gust during’ the day 
could not find anything myself I wanted to take 
pictures of, out he did. He took a roll yesterday, 
s0 that there is quite a bit. 


A week ago, last Monday on the holiday I 
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was over to the Rock Garden in damilton and I would 
say there were at least fifty cameras operating in 
the Rock Garden last Monday afternoon, so where 
there is something to take a picture of people do 
take a lot ofpictures. 

MR, WHITELEY: What I am getting at, you 
cannot stock up beforehand. 

MR, IVAY: No, you just get the replenishment 
os what You, vise, that is.ali, putel think they would 
&O ~- you know, oring their film to that store. 

There is no malice on my part, IL am not 
against this man, I am not against Mr. Graham or Mer- 
Curry. or any of them.” | am an umpire as 1b were.and 
I am looking for information and consequently there 
are questions that they can answer that I will have 
to keep quiet on. 

MR, WHITELEY: I think you understand that 
normally one of the main complaints against the 
loss-leader practice is in that in some way it is 
deceptive to the public by offering them a bargain 
on the one hand in the hopes that the seller will re- 
coup his cost to-a_much greater extent by selling 
something else. Now, there does not appear to be 
anything of that nature in this type of offer. 

MR. IVAY: Except that he will continue 
selling more work, more finishing, and that after 
the offer is over when they bring the next POLL 
in they are not going to get back to that dealer 


where they got the free roll, they are not going 
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to get a free one abain. 

MR. wWHITELEY: The circular makes it clear, 
it says "Good on dates shown", There is no deception 
in that. 

MR. LVAY: No, but they have won over a new 
dealer and a new customer for tne dealer vy having 
a special at that time. That is what they hope to 
Pet. Our Orit, It 26) not Just te Bive- a free roll 
or flim away for that one roll, but they hope vo 
continue getting the business by having put it 
through that dealer for the time being. 

And of course the way the film companies ad- 
vertise the film business, it is a free walk-in your 
store for business: that they come in to buy a 
film and buy something else while they are there. 
They bring it in for developing and printing and 
buy something else, and then when they come in to 
get it again they buy again. So that there are 
tnree times they come into a score in connection 
with the one roll of film. If they have that deal 
on they definitely are going to go in there three 
times and tne drug store is going to take advantage 
of it and the customer is going to come in to do 
his other purchasing while he is there. 

MR. DOLLAR: The question about the people 
hurrying up taking their pictures to get in on this 
deal; about 75% of the films come in to a finishing 
on Monday, Tuesday, wednesday of the week, 


MR, WHITELEY: =I can see that. What I meant 
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was it was unlikely to be repeat sales in the period 
of the offer. However, [f don't know what time -- 

MR. DOLLAR: If the people like the work 
they do, they will keep going vack to that store 
and leave the store where they had been, 

MR OwHDTELBY ; “8Yf¥es Flav thes-resular prices; 

MR. DOLLAR: Yes. 

MR. WHITELEY: What sort of service would be 
provided? Would they be returned tne same day? 

MR. DOLLAR: Twenty-four hours. 

THE CHAIRMAN: That is the regular normal 
service? 

MR. DOLLAR: “That is the normal service, 

THe CHAIRMAN: Any memvoer of the delegation 
wisn to make any further comments? 

MR, DOLLAR: Well, a couple of instances, where 
we nave ery new stores, stores that were just opening 
up, where they had agreed to do business and then 
our opposition would hear about it and they would go 
and say "We will give you a free film deal" and they 
will call up and say "Will you give us a free film 
deal?" We say "No". "All right, we will do business 
with the other company". In that way we have lost 
just within this last ae weeks two new stores. 

MR. WICKWIRE: May I ask Mr. Dollar if you 
have lost any of your old customers? 

MR, IVA¥Y: Mr. Graham spoke of losing one at 
Allandale. 

MR. WICKwWIR#: I know, that is as far as 


Greyhound is concerned. 
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MR. DOLLAR: I actually cannot recall right 
now a store that we have lost to this opposition 
through that deal that we had been doing business with. 

MR. WICKWIRE: And has Mercury's experience 
been the same as Greyhound's, that is that profit may 
drop down during the week which this advertisement 
appears and then pick up again? 

MR. DOLLAR: Merchants have complained to us 
that their photo finishing went down. 

MR. WICKWIRH: Went down during the period tnat 
this advertisement appeared? 

MR. DOLLAR: “-Ana 10. would take a matter of, 1 
would say, possibly a month for it to get all these 
customers back, and the only reason they get them 
back is if they were not satisfied with the work 
that they Were getting. 

MR. WICKWIRE: It has come pack, Mr. Dollar, 
Lody 2s Lune polnt. 

Mis DOLDAR: “A Lot of it, IT would not say it 
all came back. 

THE CHAIRMAN: If there are no other questions 
or comments that will bring the presentation to an 
end. Thank you, gentlemen, 


Min, EVAY?: - Thank you Kindly. ‘sir. 
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Delegation from: DRUG TRADING COMPANY LIMITED. 
Comprising: Mire une eal ys 


General Manager. 


Mr; J..<Goulds 
President. 


Mi dee Dee oes 


Assistant General Manager. 


ee mee ee ee 


THE CHAIRMAN: The next group that desire to 
appear this morning are representing Drug Trading 
Company Limited, I might say that the brief from this 
company has only just reached us this morning, and I 
think it would be advantageous probably and save some 
time if we had an adjournment at this time for about 
half an hour while we read the brief and counsel 
read it. That will facilitate any discussion which 
may arise out of the presentation of the brief. I 
think we had better do that as the brief has only 
reached us this morning instead of being available 
ahead of time as we hoped. 

It is now-about five minutes to eleven. We 
Ree recess until i1.25 and I think that probably 
will give us time to get on with this brief this 


morning. 
-~--Recess from 10.55 a.m. to 11.25 a.m. 


THE CHAIRMAN: The hearing will resume, 


gentlemen. The next brief to be presented will be 
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presented on behalf of the Drug Trading Company Limited. 
Those who are appearing for the Drug Trading Company 
Limited might come forward and find seats at the 
table, gentlemen. Would the delegates presenting 
the brief please Bindicate that fact and their names. 

MRS CARY: "My" nane is Ravvary. Vitorcs Mr. 

J. ©. Gould, President of our company who is also a 
retail pharmacist; and Mr. K. C. Legge who is my 
assistant. 

THE CHAIRMAN: You are the general manager? 

MR. CARY: I am the general manager. 

THE CHAIRMAN: The normal procedure which L 
tok MLohnGe be followed in’ this- case,” is first to 
read the brief and then to make any comments on it 
that you desire to make, and then any comments which 
members of the delegation may wish to add can be made 
and following that questions and a general discussion. 

MR. UARY: Ail .plene. You don't, want us’ Go 
comment as I read througn? 

THE CHAIRMAN: As you like. You can make 
your comments as you go along that way if you prefer. 

Mn. CARY: Thank yYourvery much... First, “our 
apologies for not having the brief ready before this 
morning. Wwe regret that although we thought it was 
fairly simple and it would not be too much. 

"To The Chairman and Members 

"of the Restrictive Trade Practices 


"Commission, 
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"Gentlemen: 

"We fully recognize the immensity and 
"complexity of the problem of analyzing present 
"trade practices and assessing the possibilities 
"inherent in our structure of distribution 
"for the development of practices harmful to 
"the economy as a whole and to substantial groups 
"within the economy". 

And we are sincere when we say that we recognize the 
immensity of that provolem. 

"The Commission has, in part, undertaken 
"a comparison of the prices charged by a group 
"of chain stores and by grocery departments 
"of department stores, all of which employed 
"tleaders! and 'specials' extensively in their 
"advertising, with the prices charged by a 
"proup of independent grocers for the same 
"items. These figures published on this op- 
"viously very limited survey do not appear to 
"Support the view that those stores advertis- 
“ing 'leaders' charge higher prices on other 
"items in their stock to compensate for the 
"losses that are suffered on the leaders. 

"Mese findings certainly differ from 
"those uncovered in the exhaustive investi- 
"gation into price spreads conducted in 1934- 
"35, and reported py the Stevens Commission. 
"At that time the opposite was found to be 


"the case. 
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"We submit that the very existence 
“of the Restrictive Trade Practices Commis- 
"Sion, set up for the purpose of investigating 
"Such practices as 'price jugeling'! or 1108s 
"leadering!, would in itself be a deterrent 
"to these large organizations following such 
"practices in a way that could be readily 


"uncovered", 


We think further that the statements made in the House 


in late 1951 should certainly be considered in any 


report orrany report of findings. There were some 


statements made that Members of tne House would not 


stand for any loss-leadering, and I think that 


part should be taken into account in your considera- 


tLOnG:.. 


i "We submit that these figures do not 
"offer a sound basis for coneluding that 
"Iprofit padding! on goods other than specials 
"is not and cannot be practised. 

"The lines selected for comparison 
"are admittedly representative grocery-store 
"products. By and large, they are lines that 
"are frequently purchased by the consumer 
"and lines that are either easily identi- 
"Fiable oy orand names and grades or easily 
"compared by the average consumer. It would 
"be risky indeed for an organization that 
"wished to 'jack up' its margins on some 


"lines to get away with it on such 
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"merchandise. 

"However, in the field at present covered 
"by the major food operators, there are many 
Lanes olin) whicheits deuveryoal feiculey forthe 
"consumer to compare values, through lack 
"of grading, the inaoility of the average 
"buyer to judge qualities, the impossibility 
"of directly comparing the items offered by 
"Various outlets before purchasing, etc. 
"While not necessarily claiming that this 
"tporofit padding' is now being done, we submit 
"that it is quite possible on numerous lines 
"apart from those surveyed -- such as many 
"items in the fields of soft goods, hardware 
"items, china and glassware, meats, fresh 
"Prutts and vegetables, etc. Such lines, 
twitlie possibly not producing the volume of 
"sales of those used in the comparison, may 
"well oe very substantial contributors to gross 
pret: 

"The possibilities of this practice 
"peing followed in other retail fields is, 
"perhaps, considerably greater than in the 
"erocery field. We suomit that among those 
"trades open to such practice are those 
"dealing in furniture, clothing and fabrics, 
"auto and electrical repairs and service, 
"plumbing and heating supplies, drug 


"sundries, etc. 
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"As long as ‘loss leadering' ..." 
And we have inserted the words "in our industry" be- 
cause we think there is considerable trouble fon 
loss-leadering in other industries, so that should 
read: 
"As long as 'loss leadering! in our 
"industry does not extend beyond the degree 
"now evident across Canada generally, there 
“Te little to. féar, of thie practice. “The 
"time when such profit padding can be expected 
"to really delude the consumer is when viru- 
"lent price cutting has reached such competitive 
"proportions that the retailers so engaged 
"are virtually forced into it to bolster 
"their sagging gross margins in order to 
Weaver expenses, 
. "We are naturally concerned about the 
"conditions in our own field, the drug trade. 
"Extensive surveys have already indicated that 
"net profits in drug stores have been cut 
"substantially in 1953. However, we do not 
"Suggest that the small amount of price- 
"cutting in the merchandise sold by drug 
"stores has peen responsible for this; rather 
"it has been an increase in cost of doing 
"Dusiness more than a reduction in gross 
"profits. 
"However, the drug trade is NEN 


"larly vulnerable today to serious inroads 
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"by loss leadering'; not so much by those 
"within but by those outside the drug trade, 
“who might wish to use nationally known 
"'drug store! products of established merit 
"and value as leaders. 

"In Toronto, before the turn of the 
"century, department stores began using popu- 
"lar drug and cosmetic lines as cut-price 
"items to bring people into their stores. 

"The practice by department stores then and 
"through to the present has been frequently 

"to use drug products to ‘bring them in', 
"Often their specials are not sold on telephone 
"orders -- obviously their interest is not in 
"the sale of the items advertised so much as 
"in what can be sold to the customer who enters 
"the store to buy the specials. 

"The department stores, then as now, 
"could be very little concerned about sacrifi- 
"cing their margins on such lines, for they 
"bulk very small in their over-all volume. 
"The same applies today to the food stores 
"with their 'Health and Beauty Departments’. 
"With no particular intent to injure the 
"drug trade, some of these giant competitors 
"in the department store or grocery chain 
"field could easily slip into a situation 
"of violent competitive price cutting on 


"this kind of merchandise. With pernaps only 


7 


| ate fai ay % : 7 


“fmol 4 


Mo es % 
by: Wy nas 


ee 


om tye oa ae an 


ons Yo nud at sn0tes oinorot ar aa 
7h ae NK: 4 aie as : 
<etusaeo" | 


058 yatew awa ‘pened foomivageb si 
. ve a a 7 
eatea-duo ee ponte dtsemaco. oa ‘goad nat" 


Laoreds tend ogat etqooq sata oF ‘ead 2" 


my edd setove iaeadzeqee we soltoma, our" | 


“GEiaouest need aed Inowerg eid od dancadd”: 
ay: wpcid gota ot arouborg nate gag ae" 
Otta: iqates {86 wios toa ae alatoegs ‘had neato": 
nt gon ek teonedat arabe elmioives -~ “pkebro" 
28 Moun o@ bea{taevoe ened aa to pige ent" 
ersine adi nomoveus sit oF aice ‘ed Aas Si ath 
| , afetoeae ead que oO? yee on” 

(Wort os pre comes rca seqeb aut” 


Mites gods beangonos etaaes ery ed bios" 


Ysri7 sOR wens alate ue hake non ant” 


} 
| 


. siualov ‘tte. BVO keris ne Iteine yrsy 2iFad" 
| senna pod ort wsbod setiaas eure edt 
. savant 2hy9G event Sic dstaou! iboats, datw" 


‘sag wiat ae gastint ebuahioag. on dal 


“eres is agaio0 daly testy Yo eooe) labors suru 
atade yaeoong a0 eapaa aang teysb ans a” 
cokbenabe le otis, athe witews biyoo ‘bier’ 


* 


roa La 
: co yothnwo ening svtsssoanen dnwtoiy 20" 
vo sissiap: saw. disaster 0 





Yo bed eds! 








337 


"0% of their volume on these items they 
"could demoralize the drug trade by price- 
"cutting on the well-known brands in this 
"department, which account for a very large 
"percentage of the average drug store's 
"sales", 

You will see the foot-note shows that around 54% of the 

drug store's sales are jn those nationally-known items. 

---Foot-note to brief: 
"According to DRUG TOPICS! 6th Annual Survey 
"of Gonsumer Spending (U.S.), drug stores 
"Sales in 1952 comprised 17.60% of packaged 
"medication (exclusive of prescriptions), 
"14.78% of confectionery and tobacco, and 
"02.32% of feminine needs, first aid needs, 
‘paby needs, home sanitation, oral hygiene, 
"nair products, Shaving products, hand 
"products, cosmetics and other toiletries -- 
"all of which lines are sold to varying 
"extents in the major food chains and depart- 
"ment stores". 

"Popular nationally advertised items in 

"these classifications, such as salines, hair 
"preparations, tooth pastes, etc. are ideally 
"Suited to use as 'price leaders!. So the 
"other outlets, without seriously hurting 
"their over-all gross margin, could destroy 


"the gross profits of the druggist or destroy 
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"his sales volume -- for he must meet the 
"prices to hold his sales in the long run -- 
"and such merchandise bulks very largely in 
"his total sales. 

"Although such merchandise as Kleenex, 
"Modess and Pablum cannot now be regarded 
"particularly as drug store lines, they have 
"for years bulked large in the volume of 
"the average drug store. At the manufacturers' 
"suggested prices, the spread is less than 
"the druggists require on their over-all sales. 
"Yet these lines have been advertised to the 
"public by the food chains at prices recently 
"that are in some cases a trifle avove the 
"druggists! cost, but in one case (Pablun, 
Lave we @V3le oe Ave OP Stores; April 29; 
"'1954) below the druggists! lowest laid down 
"eos t.. 

"This problem is not oy any means one 
"facing the retail drug trade alone, but 
"in the past it has perhaps had its most 
"severe impact on the drug trade. 

Closely akin to this is the practice 
“of certain food chains recently of offering 
"some of the stock-in-trade of the hardware 
"and electrical appliance outlets at prices 
"substantially below normal with certain 
"Sotals of cash register slips, etc: This 


"has undoubtedly tended to create the 
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“impression in the minds of the public that 
"the dealers in the line so used as premiums 
“are taking exorbitant profits. 
"Members of trades that are providing 
"useful services for their communities 
"should, we suggest, have some measure of 
"protection against the demoralization 
"caused by this type of competition. 
"One plan advanced as a possible safe- 
"euard against the evils of the ‘loss leader! 
"involved a minimum percentage mark-up by 
"the eos on his own cost of merchandise. 
"Any formula which would fix a retailer's 
Pirloor! pricé.at any fixed ratio. to his 
"own laid down cost would forever place him 
"at oA advantage or a disadvantage over his 
"competitors, depending whether he purchased 
"at a lower or higher price. The best buyer 
"(by virtue of volume purchase or any other 
"reason) would thus have a 'floor' price 
"that could not be met by any competitor 
"regardless of efficiency of operation and 
"any other factors. The large operators 
"would have a competitive advantage over 
"small independents that would tend toward 
ToOnOpOLIB Lc Control 2 
We cannot emphasize that too strongly. It was suggested 
at the time the Commission was meeting in Ottawa that 


it would be possible to say that a firm can sell 
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at a percentage above tneir laid-down cost and that 
would put a person who had to puy at a higher price 
at a terrible disadvantage with their competitors. 
We are very anxious to make that point, that as long 
as there are varying prices at which people buy 

it would certainly make it that the independent who 
buys at that higher price would not be able to ever 
meet the chain store competition. 

THE CHALRMAN: There is just a question in my 
mind there. The suggested minimum mark-up usually 
runs around 5 or 6%. If the retailer who, as you sug- 
gest, would have to buy at a higher price than others, 
was to meet the competition of somebody who was 
selling a lot more and selling at a mark-up of 5 or 6%, 
an order sto meet that competition he would sell it 
at an actual loss. 

MR. CARY: He did and that was one of the reasons 
that our 1.D.A. plan of advertising was started back 
el years ago and we did advertise many items at below 
cost. It meant that the independent retailer sold 
them below his cost to meet that advertised price 
of his large competitors, 

THE CHAIRMAN: And you wish to preserve the 
right of the retailer to sell* below cost? 

MR. CARY: We certainly do, if to meet that 
competition. If you don't you are putting the inde- 
pendent at a very serious disadvantage. 

"The problem arises, too, under any 


"Such plan as to how to divide the chain 
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"organization's over-all costs between the 
‘wholesale and retail function so as to 
"establish retail 'floors'. 

"Tf any such 'floor' were established, 
"and permission were given to operators to 
"go below their own 'floors' to meet competi- 
"tion, the situation would become quite im- 
"possible in regard to estaolishing proof 
“or “who started it!’ -—"and ‘of course, in 
"any investigations of infractions there 
"would be great difficulty in securing the 
"Facts as to operators! costs of specific 
"items. 

"One of the evils inherent in a system 
"that does not allow a manufacturer to estab- 
"lish and protect his price structure is the 
"tendency of the public to hold off buying when 
"competitive price cutting gets under way. 
"While not of great significance in low 
"priced, rapidly consumed lines, in the case 
"of more costly items such as major and even 
"minor household appliances, tires, etc., the 
"puying public, oy waiting in hope of further 
"price cuts, will refrain from use of such 
"merchandise, thereby reducing the’ consump- 
"ction, slowing down demand with its result- 
"ant losses in production and wages in the 
"manufacturing ina distributive channels". 


I don't think we can over-emphasize tnat danger because 
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it is a present danger and I don't think there is 
anybody in the room that cannot think of an excuse 
or rather an experience where eonenee: has held off 
buying to get a lower price. 

I have instances in my own family where they 
have held off to see what the lowest price is that 
they could get on a certain washing machine. I think 
that is a point that cannot be over-emphasized. It 
does undermine consumer confidence. 

THE CHAIRMAN: Don't you think it sometimes 
works the other way, that because the price has been 
reduced the people rush in to buy that might not 
have bought? 

MR. CARY: I don't think it ever does. We have 
in our own company, not this year, but we have held 
off buying pare. We normally ouy at the first of the 
year and we hoe held off longer than that time in 
the hope that we will get lower prices, and we cer- 
tainly have got good prices, but we don't know whetner 
if we had neld off longer, by the ads that appeared 
in Saturday Night's paper, for instance, whether 
if we held off a few months longer we would have 
got even better. 

THE CHAIRMAN: But unless a great many buy 
when these reduced prices are put on, you would 
think those advertisers would soon be in bad shape. 

MR. CARY: i think those advertisers may, as 
one group may do more business just at that time, 


but in general they certainly won't. I think it 
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tends to reduce the consumption very definitely. 

THE CHAIRMAN: You mean they may buy from 
the source that are offering substantial price cuts? 

MR. CARY: That store may do more than -- 

THE CHAIRMAN: And hold up more from the other 
store? 

Mis GARY s  elothink® ge, 

MR. WHITELEY: We have had the other objections, 
I think the argument appears in some briefs, that 
buying is anticipated and volume of purchase is made 
at one period that might have been extended over quite 
a number of months. 

MRY CARY: ~ivcan tgive -xyou-a“ot«or Instances, 
personal sinstances You think for yourself, I think 
every OneHon us) canvpretuyiwell: dol tts have: wo 
daughters who have set up homes, and I know that one 
at least was going to buy a washing machine last 
Fall and held ‘off forsat: least: six months iecause 
of the unrest and unsteady prices and finally bought -- 

THE CHAIRMAN: At a lower price than she 
would have got i= at first? 

MR, CARY) NeGeL don! tet nie se, aids it 
think she paid about the same, but it was at a cut-rate 
store. She went to one of the department stores to 
look them all over and pick out the one she wanted 
and bought it from a cut-rate store. 

'"Between prosperity and recession', 

"said Carroll M. Shanks, president of the 


"Prudential Insurance Co. of America, at 
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"a recent meeting of Canadian businessmen, 
"'stands only one real dyke. That dyke is 
"consumer confidence. Undermine it and 
"consumption falls, production declines and 
"jobs start to evaporate'. We submit that 
"confidence is threatened when price cutting 
"is prevalent, due to the consumer's fear 
"that the manufacturer or distributor may 
"pe marketing an inferior product, or to an 
"uncertainty that the product may not be 
"available cheaper somewhere else 'the next 
Wday.. The distributor, too; eannot confi- 
"dently operate his business where prices 
"are uncontrolled, for the mark-up he must 
"take to remain competitive cannot be reason- 
“aply: predicted. He tends to operate along 
"lines of extreme caution rather than to 
"take the risks inherent in progressive 
"merchandising, and also inherent in a 
"dynamic economy such as has been ours in 
"Canada in recent years. 

"Without for one moment questioning 
"the methods of acquiring and analyzing 
"the facts presented in the Commission's 
"published oooklet, we strongly feel that 
Pit ali the faccs could be round and art 
"che motives known, overwhelming argu- 
"ments would present themselves to an im- 


"partial fact-finding board in favour of 
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"permissive resale price maintenance. This 

"Go our thinking, presents the only satis- 

"factory answer to the 'loss leader! from 

"the standpoint of the manufacturer and 

"distributor and we are entirely convinced 

"that resale price maintenance is not con- 

"trary to the public interest". 

THE CHAIRMAN: Do you wish to add any comments 
at this time, Mr. Cary, yourself? 

MR. CARY: No. I suppose you all saw what Mr. 
Burvon said, om Saturday... Mr. Burton said that the 
Pesalespricetaw-38.a threat toeretaiders., «Did. you 
see, that.article? Perhaps we should. file that so, that 
the Commission -- 

THE CHAIRMAN: it has been called to. our atten- 
tLOn'. 

MR, Chany. ‘lethink that, dsealladT pads 

THE CHAIRMAN: Well, if you wish to file it in 
support of your brief, we will be glad. to have.it. 
Just as you like yourself. If you would bring it 
here we will mark this as an exhibit. we had adopted 
that practice for extra material. This is a news- 
paper clipping. 

MR. CARY: That was in the Globe and Mail 
on Saturday. 

THE CHAIRMAN: ‘Taken from the Toronto Glove 
and Mail of Saturday, May eyth. 
~--EXHIBIT T-3: Clipping from Globe and Mail of 

oaturday, May 29th, 1954, containing 


article by Mr. Burton on resaiec 
price law. 
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THE CHAIRMAN: Does any other member of the 
delegation wish to make any observations or comments 
at this time? 

MR. GOULD: No observations, Mr. Chairman. If 
phere sare any questions that we mignt,be able to 
answer, we would be vag tu do so. 

THE CHAIRMAN: Mr. Legge? 

MR. LEGGE: No sir, no remarks at the moment. 

THE CHALRMAN: Do counsel wish to ask any 
questions regarding this brief? 

MR. WICKWIRE: Just a few questions, Mr. Chair- 
man. Mr. Cary, on page 1 of your submission you 
draw a comparison petween the information found by 
the Director of Investigation and that found by oe 
Stevens Commission in 1934 and 1935, and I think you 
point out that they arrive at opposite results. 

MR. CARY: Yes,. at that:time the Stevens Report 
certain stated that there were excessive profits 
made on lines other than those advertised, other 
than those nationally advertised. 

MR. WICKWIRE: At that time. 

MRiv CARYs ut Atothat times thatetsarient. 

MR. WICKWIRE: Now, are you familiar with the 
report of the investigation by the Federal Trade 
Commission in 1944 and 1945? 

MResCARY: No. 

MR. WLCKWIRE: I suggest to you that that 


report -- 
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MR. CARY: 1944 and 1945, again you are in a 
period of shortages and allocations. 

MR. WICKWIRE: Would indicate that it is in 
conformity with the information that the Director 
recently compiled. On page 2 you suggest that the 
average buyer was unable to judge qualities. Now, 
can you be a little more explicit on that, Mr. Cary? 
‘We have some information, it has been suggested to 
us, that the average buyer is a pretty wary person 
and that he does, both he and she do know values. 

THE CHAIRMAN: Particularly she. 

MR. WICKWIRE: Particularly the she side, the 
distaff side. what has been your experience in 
that? 

MR. CARY: Well, I think that you had better 
get somebody better able to judge than I, because I 
MHow tna af i go in to buy things 91 can*never tell. 
The only way 1 think that a thing Is betver is ‘pe- 
cause it may be a higher price. But we have not any- 
thing definite on that. We are saying that it is 
quite possible and I don't think any person in this 
world is in a position to judge all standards of all 
mercnandise. 

MR. WICKWIRE: Well, I don't say all stan- 
dards but for general purposes is not a housewife 
pretty astute at understanding quality and values? 

MR. CARY: Well, you are not going to trap 
me into saying that the housewife is not. 


MR. WICKWIRE: Well, I am just wondering what 
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you say the inavility of the average buyer to judge 
qualities is based on, because, as I say, it has been 
Suggested to us that most people are fairly astute. 

MA SWOARY: “Wells. D*think : we oui just let 
co eo as we say, then. I don’t think they are. 1 
don't think the Wverace person is able to judge ail 
standards. They may be able to judge certain a 
certain brand that they like, that they nave a prefer- 
ence for, but that does not say that that. is a better 
brand, and I am quite sure -- 

MR. WICKWIRE: You mentioned yourself in your 
own firm you were holding up buying cars. 

Pin Gare. Me bes rents 

MR. WICKWIRE: You must know something about 
cars? 

MR. CARY?" That tei rignc. 

fin. WLOKRWIRE: In order’ to gev a price. 

Min” CARY © That us" rien bua dca tet lL you 
that we took three different brands of cars to get 
the lowest prices in various fields, and again you 
are talking of brands. 

MR. WICKWIRE: You yourself would know prices 
or those cars or the suggested prices of course, 

MR. CARY: That is right. We are saying that 
with national brands it would be very hard to 
foo thie DUbLLG, but cRerel are a ict of things ‘sold 
in all establishments that are not national 
Dranas. “=. vitnkemeal, for one virie, 1oaon to nave 


to tell you gentlemen that meat can vary greatly. 
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MR. WICKWIRE: May I ask, wno does the carving 
in your housenold? 

MRIECCARY? (LL do; cand *D can) telliwhen ny wife 
buys it from our own butcher or buys it from a 
chain store, 

MR. WICKWIRE: I suggest if you made the pur- 
chases of the meat you would probably be able to tell 
the quality. 

wins CARY) No, Lum not that smart: 

MR. WICKWIRE: Why is it easier to judge the 
quality of a nationally advertised brand than it is 
to judge others? 

MR. CARY: I didn't say it was easier to judge 
Quality. .tousaid preference, Ivthink: vIT you have 
a preference for a nationally advertised orand, if 
you have a oes in shaving cream and likely your 
tooth paste, Gat know the price of that very well. 
That is preference, I’ did not’ say quality. ° °L think 
they have to be good or they would not be nationally 
advertised. 

MR. WICKWIRE: I suppose that gets down to 
this, chav. i fel nappen tombike va particular shaving 
cream, I will always buy it? 

Be. CARY: That Gsarieic, 

MR. WICKWIRE: Maybe because it is nationally 
advertised, maybe pvecause [ like it. 

MR. CARY: That -is-rights 

MR. WICKWIRE: Or that the quality of it 
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Mite CARY? (ieatehs Pree, And you miLenepe 
brought into a store and buy that nationally adver- 
tised brand at a cut price and buy a handkerchief 
about Whwem you “don't know, yourdon'’t buy a 
nationally advertised handkerchief. 

MR. WICKWLRE: No, LI don't know offhand that 
there are such things. 

MR. CARY: Well, there are. 

Mi. WiLCOW Ln’ "BUG TE can Tell tne Cua licy oF 
a handkerchief. 

Mn CRRYs “Well. “you ere eocd=11 “your can, you 
are Detter ‘chan LT again. 1 am not going Lo argue 
WLU youwon That. 

MR. WICKWIRE: Well, a good Irish linen hand- 
kerchieivis quite a different article: 

MR, CARY: I would ee to have a linen man 
here and get Lute to tell Nim what LS "best. 

Mit WECKWIRE: ~< ‘dorc Know what is pest, but 
Pecan vell the quality of a good linen handkerchief 
Prom a-.lov Of Lines . 

MR. CARX: “Well, before we get out of town we 
will see if we can get somebody. 

Mi. WECKWIRE:” Dine. You Say you cannot? 

Mineconne : WNOy  Cannor. 

MR. WICKWIRE: Any old handkerchief would do 
you? 

Mreeicahy: "NO, ub con tt Say coat, Dut f say 
I cannot tell the value of a handkerchief by looking 
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i:, WICKWIRE:  Bupiyowecan tell the quality? 

MRwCARYs9 Nos Inot eo. the fulbbsextent. 

MR. WICKWLRE: . You cannot) Now, you suggest 
also on page 2 that the time when, as you call it, 
profit padding can oe expected really to delude the 
consumer is when virulent price cutting has reached 
Such competitive Proportions, and so on, and I take 
it that you suggest from that that the only way to 
Stop that is the restoration of resale price mainten- 
ance? 

MR. 2CARYs* That is what we say; that.is the 
only thing. 

MR; WEICKWIRE; You are concerned, you say, 
about the conditions in your own field? 

MR. CARY: We feel we are particularly vulner- 
able, yes. 

MR. WICKWIRE: Well, is that because of in- 
roads made by other outlets such as the chain and 
department stores? 

MR. CARY: We were vulnerable back in the 
days when the chain grocery store did not handle any 
health and beauty items. We were vulnerable because 
shaving cream, tooth pastes and face creams that 
are nationally advertised, a terrific amount of 
money has been spent in advertising those health 
and beauty items and the public get to know then, 
so they make an ideal loss-leader. I think that 
if a store advertised some of those tooth pastes 
Ab te terrific: cu today, they would bring, people 
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MR. WICKWIRE: Right here, Mr. Cary, may I 
ask you what your definition of a loss-leader is? 

Mi, CARY: NOs yOu -are nov. going, vO trap me 
on that either, because there is not any definition 
of loss-leader -- 

MR. WICKWIRE: . I am not trying to trap any- 
Dodgy. am Crying, COrket si nrormativon., 

MR. CARY: Well, it has to be somebody -- 
danave been trying for ch years and L have not been 
aule to cet a definition, so 1tU will have to. be some- 
body much smarter than, L give that. definition. 

MR. WICKWIRE: You state that these goods 
what these druggists handle, were subject to the 
practice of toss—leader a loss-leadering. Now, 

GO you sugpest that the goods may be sold below the 
usual mark-up and that they are therefore a loss- 
leader? 

MR. CARY: Well, we just gave you an instance 
Or, Pablium being sold below the price that the retail 
druggist pays for it, below his invoice price. 

i would say Goat is .a) lose-leader certainly, or it 
LS A. CULL price. 

MR. WICKWIRE: SE KeUayy eee eae midee (Pe: ? 

MER. CARY? Yes. 

MR. WICKWIRE: Do you know what the cost to 
Dy 6G Page We ou? 

MR. CARY: Well, Db am pretvy sure 1b is 
30 L/6¢j01 believe that is correct, but again you 


Tolks. are in a better position to find that out. 
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MR. WICKWIRE: The thing I am suggesting to 
ae Mey Cary, ais ‘that Bemay not nwave (peen sold 
hee wioos Oy A. a P. 

Mi. CARRY: Adteorlonty beurus mayan eut- price 
then; if “that will make you happier, Let us saya 
cuc price, ava deep-cut’ price; “That still is 
going -- 

MR. WICKWIRE: I am very happy, Mr. Cary, and 
aie an “Looking for is informations. Do you" suggest 
phatemeny Warulale, ‘partloularly im chesdrug trade, 
Which ZS sold below the usual price, is a loss- 
reader? 

MR. CARY: Well, I think perhaps you have a 
letter on file from the Canadian Pharmaceutical 
Association. I believe they define loss-leader in 
their Pe ernst and they would be better able to 
gerine Chac ohan I, 

MR, WICKWIRE: Well, is your suggestion as 
SontaLned inwyour Orie, that val manufacturer should 
be able to set the resale maintenance price? 

Mir. CARYY’ That ie rien, 

MR WICKWLRE: “Om nis producvs. 

MR. CARY: And if you sell below the manufac- 
turer's suggested price, Ll think you could very well 
say you are cut-pricing or loss-leadering. 

MR. WICKWIRE: Or loss-leadering. 

My GARY: Yes. 

MR. WICKWIRE: Then you use the same as 


symbolic? 


Lied eky 


neg : ; 
Ninn 1s dtu 







yh 4 i if ¥ i tr) 


My i cee i 






sane 
| i) Bee rey eh ke 
wi yee 
ihe 


; } “, Pays mn 
r: a : ™" i ; A a 
ae ie 
Pg Ain em 


+ A en a 






ena de chantaaastat nt 
- Social ie Laid nh bev’ 


NY me Mei 7 | hs 
aM at ee ih aes a pl (aot 
; Fi . | y j { 
; i ; \ ; 


' ; 4 





nik seheat- oe eter’ ved wreifed ig die ids) | q 


or “anda. iol jou ee bea. Mead ‘Bak’ «nv staat ate | a 
; 7 


“I eetie des eatin ’ 











ae nea ay ‘toy at” thew ‘mW a We i 





nhcate aeuiveetuesm Ss sada ‘sg doe aaah ar i 
pe ae sehaneyn.ta ‘preBor ait 30 ‘of ones’ ad) 
a anaes, at fad ‘oon a ° ee 
“cia loa ein an ERLISTE a a 
sain oi ibe EM oy ook “SND me 
‘thew ‘nae fun Bee sels * odie, i ia 
j ov es ey: 
en) jk ee. ee | 2 
ie ; ata! by 
——- vis “anon 
a ae | ge aie bi eh 
| ab ace es ; vate i nah)! gle : 
etc yx " ie a uae . 
ay 7 sal 7 iu i) Nae . . / ty : 
i : ' i ‘ ; es M i, aren o _ ay ae 
) Va A hi x he Y Son 7 ths Aut 


oot 


MR. CARYL hy your want: TLoLsay wnat. yes. 

MR. WICKWIRE: Well, L am asking you if you 
say that? 

MR. CARY: Well, I Rave told wou thar 1 have 
not any definition of loss-leader. I am not-satis- 
fied witn any definition I have ever seen of loss- 
leader because there are too many definitions. 

MR.) FAVREAU: het us not cali~iat deoss-leader. 
According to your brief would you eall any selling 
below the maintained price or suggested price -rather, 
unethical? 

MR. CARY: Yes, we are saying it is cut- 
Deacons ariywey,!) a0 ac cub=price advertising,, Let. us 
say. 

MR, FAVREAU: Ande you identify 20) with an 
unethical ee 

MR, CARY: Yeoun Perhaps thah Ls) eriuioole 
stronger than we say, unethical. 

MR HAVBEAU: ):Om) improper: 

Diiee CARYcne DG ss airdieurinental prac tlee: 

MR. WICKWIRE: All. Plight Gstrinental prac— 
tice as ifar as the ‘trade is concerned? 

MR. (GARY West. 

MR. WICKWIRE: What about the customer? 

Ma OCARY:: . Wvetuhink eventuahiy iy willivbe Co 
their detriment too, because anything that is going 
to undermine the economy of the country is going 
bo afirecnt the customer. 


MR. WLCKWIRE: Well go Wie sot tessvane: an 1, 
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2, 3 order how when a customer can purchase a 
given article at less than the manufacturer's sug- 
gested price, that undermines the economy of the 
COUMUPY ? 

MAL ORRY Yeo, =" Lewitt say" that: you ony 
have to go back to the’ early 1930's when price-cutting 
and price-juggling was prevalent and your Stevens 
Report will tell you enough, how firms were actually 
closing down. You have, I know, on your records, 
the story of the Ingersoll watch where the Ingersoll 
people went out of business through cut=pricing. 
Now, naturally if an item is a loss-leader it even- 
tuatiy arrects = the sale ol that item, 

MR. WICKWLRE: Do you suggest that the lowering 
Ofeprirces Or Cutting of privces “in the early 1o30%s 
was the Ruse of the depression? 

MR. CARY: cerca yr oes "ves" larceny. 

MR. WICKWIRE: You suggested in your brief 
that your organization would look with disfavour on 
one setting of-any floor’ prices: 

MR, CARY: Yes. 

MR. WICKWIRE: You are aware, I take it, that 
in several of the States in the United States they 
do set floor prices? 

Mis SCARY: Yes:. 

MR. WLCKWIRE: And it has not worked out 
TOO SatvLstactori ly. | 

MR. CARY: Well, L*beliléve that if everybody 


bought at the same price it would be a safeguard, 
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but as long as people bpuy at different prices, as 
long as various organizations buy at different 
prices -- and Il am glad to see that you have recog- 
nized that in your investigation there because that 
was a hard point for us to get over to the mempers 
of the Committee, there are various prices at Nae 
Various typés of trade buy. 

MR. WICKWIRE: And there are also various 
prices at which people sell. 

MA DRAG tS Bienes. 

MR. WICKWIRE: Depending on cost? 

Mi, CARY i rat 1S rte bh bi Sh says 
eyerybody bought at a certain price you would have 
a basis for establishing a percentage above that 
amount. 

MR. WICKWLRE: You would still have certain 
cost ratios, wouldn't you, of doing business? 

MR. .CARY:; Yes,.but they would mot be nearly 
as severe. 

MR. WICKWIRE: Now, L have.to.ask you.one 
or two questions avout what you say is the tendency 
of the public to-hold off buying when competitive 
price-cutting gets under way. There 1s a. good deal 
OL pevidence, LS there» not. Lnatoto 48. Just the’ con- 
verse of that, Mr. Cary? 

ME. ACARY: L don't kKnowimnether there sis. | 1 
haven't seen evidence, oecause you folks -- I only 
know what did happen in the past and what I am 


quite sure will happen again. 
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MR. WICKWIRE: Well, I have here a statement 
from Today's Globe and Mall concerning 7T.V. set sales 
SHowlL ng va. ble cainvan the Tires four months. April, 
the production was 29,631 sets of which 25,868 
were sold having a value of $9,055,000, Sales in 
April 1953 were 20,307 sets having a value of 
$9,250,000, 

MR, CARY: Well, you are surely not going to 
compare a growing industry like the T.V. with new 
Stations opening all over the place, you are not 
going to compare that. You can take the automobile 
industry and I take it the figures are just the 
opposite, 

MR. WICKWIRE: Is that bésause there are 
perhaps too many of the manufacturers making too 
many? 

MR. CARY: Lal note coin Toleer into that’, 
but my idea, my opinion is that it is’ because of the 
cut-pricing that is aggravating the situation, yes. 

MR. WICKWIRE: Have you any figures in any 
particular industry? 

MR. CARY? “Et. LS nov soum dusiness- to? ger 
These. fizuress’ Loo would ).be too Nard. Tm us: too Beet 
them. I think you will have some submitted to you 
before you are’ through;* but Dvhaven':. any. lL’ have 
figures showing our own sales of Pablum are down 
eonsiderably, but J would notootrer those’ to you 
pecause I don't think they are justified because 


there are other reasons. 
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MR. WICKWIRE: Yes, because Paolum is being 
sold -- 

Mi. CARY? Ini groceries. 

MR. WICKWIRE: In groceries rather than @rug 
Stores. 

MR. CARY: Yes, although a year ago it was 
GOO DUC Still our sales are down. 

MR. WICKWIRE: There has been some evidence 
that cigarettes have been pat 

Me Cans: net os right, 

MR. WICKWIRE:; In certain parts of the country, 
Mr, Cary. 

MAS GAR: = 7 Les-. 

MR. WICKWIRE: Do you know what has happened 
vo the sales? 

MR. CARY: well, you folks know that again 
better than I do. I know our ‘own Sales of cigarettes. 

MR. WICKWIRE: Take an appliance like a 
mixing machine, something of that kind, a nationally 
known brand, do you know what has happened to their 
sales? 

NMR. CARY: “No, 1 think as, ft Saiq0 before, 1 
believe you have some information given to you but 
L don't know that. 

Mk. WLOKWLAB: (Webb; theneis all that you 
are saying to us that in your family certain members 
have held off waiting for better bargains? 

MR, CARY: Yes, and I think pernaps in some 


other families here.’ 
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MR. wiCKwlRE: And altnough one 
might be pought at the reduced price? 


know? 


Sie )s, 


next door 


YOU Gow tt 


Min, GCANYes) Degen tt danow that... 70. (Loam onkby 


saying invour) opinion, it is our ;onsidered opinion. 


MR, wICKwIRB: well, I am suggesting to you 


tnat tnere is evidence tnat tne converse is true, tnav 


sales have gone up oecause prices have 


peen cut. 


MAAGICARY onic think, you have all the 


evidence yet. 


MR. WICKWLRE: Perhaps not all the evidence, 


Mi (OAnYea) LL think until you get all the 


evidence you cannot prove -- the outlets that you 


have been investigating are the ones that nave been 


price-cutting or price-jugesling or loss-leadering, 


whatever you would call it. 

MR. wWICKwIkRE: I am suggesting 
some of that evidence, you see. what 
at is, have you any evidence? 


MR. CARY: I have not. we nave 


tnat we nave 


IT am getting 


certain cases 


which would make a point, as I say, cut we would 


not submit tnem because we cannot honestly justify 


those. I told you that our sales of Mead's Pablum 


are down considerably. what happens wnen a druggist 


Knows tnat a store -- 


MR, wlCKwilhe: But you also say acout Paolum 


that it is one of the items that pernaps is no 


longer considered as velonging strictly to drugs. 


MRGUCARY: No, but Over a year apo 10 was. in 


the grocery store and our figures for a year ago are 
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down. 

THE CHAIRMAN: Compared to that Paclum sales 
are down, you mean drug store sales? 

MR; (CARY). Drug’ stores: 

THE CHAIRMAN: I don't suppose you have the 
information available, but I wonder if you know what 
nas. happened to the toval sales or Pablum? 

Mite CARY: Noy... don't, unow, bub. 0 am-sure 
you can easily get that. 

THE CHAIRMAN: You naven't tnat information? 

MR. CARY: No, but again there are sc hea 
variables in that. 

THE CHAIRMAN: On yes. 

MR. CARY: - There has been stocking possipoly, 
there have veen hundreds of new outlets open, and L 
think that is one thing you have to keep in mind, 

i aa 
the inventories in tne various new outlets wnich is 
a Lerriticivolume.., They are gn inventory. . It does 
NOU Say wo de coling out bo tne public. 

THE CHALRMAN: Tnere are a lot of elements 
that. have to\be taken into account. Iam just 
wondering if you-had any figures on it at all. 

MR. CARY: when you dole it out in one piece 
Pobiet ae coL Lend. ti iouln Por me. sh samo, that 
smart. 

MR. WLICKWIRE:. Me Cary. Lam-sorry 12 you 
have the impression I am trying to nail you down. 
en askin. Lor int ona tion. . Liamanoe sory lone 


LOLtreap s4ou. 
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Mh, CAA: ein anesorime. cannot pi ve, 1b. 

THE CHAIRMAN: JI would like your attitude. 
Theater seal lewe arevurginge to ao. Counsel ts not 
here for tne purpose of breaking down your argument. 
He is here for the purpose of clarification, 

MR. CARY: I appreciate that, I realize that. 
I mean, IL am sincere when I say at the start that I 
realize the job you folks have, you really have a 
joo because it has oveen a thing that our company 
was formed to combat, that we formed this 1.D.A. 
advertising chain to fight it. We have been into 
this thing all our life. There are some of the 
answers we cannot give you and we have tried to get. 

MR. WICKwIRE: Do you suggest, Mr. Cary, that 
by permitting the fixing of prices that that in 
itself will keep prosperity at a high level? 

MR, CARY: Liam. I definitely believe that 
from tne time resale price maintenance became 
fairly general in Canada that business picked up, and 
that there was a certain amount tnen of stability 
to the economy. Persons would know tuat they were 
Zoing to get a fatr return on their investment, and 
I am quite convinced tnat from that time on things 
picked up. 

MR. wWICKWIRE: Do you know what the experience 
has peen in the United States? 

MR. CARY: I know pretty well and I have 
seen so many stories on both sides that tney are 


quite satisfied over there. 
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MR. wiCKWIRe: You know of course of the ae 
mendous growth of discount houses even in fair trade 
States and that they are still growing: 

MR, CARY: . Yes. 

MR. WICKWIRE: What does that indicate to 
you? 

MR. CARY: well it indicates to me that there 
Snould pe some way to stop tnat too, that the manu- 
Lae snould stop mercnandise getting into 
tnose -- 

MR. wiCKwlRi: Well, is there anything in 
this theory that perhaps the manufacturers are over- 
producing? 

MR. CARY: well, there is every possivility. 
iL am not saying that it is not. 

MR, WICKWIRE: which may nave some pearing 
on, tne question of resale price maintenance. 

MR. CARY: It may have. 

MR. WiCKwIRE: Thank you. 

The CHAIRMAN: One or two questions occurred 
to me, Mr. Cary. I think for the record we would 
like you to tell us just what is the organization 
of your company, the Drug Trading Company Limited. 
in its relationship to the drug industry. in general. 

MR. CARY: well, Drug Trading Company Limited 
is Owned by 1,600 retail pharmacists and chemists 
Prom veosast) FO.coast. 

THE CHALRMAN;: Is it a shareholding company? 


MR. CARY: Shareholding company. It is not 
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actually organized as a co-operative but it is a co- 
operative company. They get returns on their pur- 
chases made from us and only retail pnarmacists 
are memoers, apart from myself. 

THE CHAIRMAN: They are all memoers. Does each 
pharmacist have one snare or do they vary? 

MR. CARY: No, they vary anywnere from 4 
shares to 16 shares. They invest money. 

THE CHAIRMAN: YTnere is no such thing as a 
dominant controlling interest in any one? 

My Gane: (NWO yeend only one: vote for .one 
share. That was organized oack in 1904. As you 
will see we are celevrating our fiftietn anniversary 
although it actually started as a buying clupo back 
hati soo... \Prateks when this cut-pricing became 
prevalent and the druggists then were anxious to 
buy at as low a price as they possioly could. We 
went on like that for years untill we saw that we 
also needed some kind of advertising plan and we 
nad a group of stores known as the I.D.A. stores. 

THE CHAIRMAN: Is that the Independent 
Druggists Association? 

MR. CARY: Independent Druggists Alliance. 
There are apout 475 stores in that a iueened ne 
group inside Drug Trading Company. It is a 
separate department of Drug Trading, and tnat group 
was formed for the purpose of meeting the cut- 
prices of the chain and department stores of that 


day back in 1932, we organized, although we ‘are 


eS 
; : Oe Miner ma ee bese : : 


Pia a4 dias 


mt "Sey Yes ante ton hd ar f | 
ote a we i ante eady thsio Sti “kD. A am 

Cy “ a nn “80m teount yea 6 Less 85 ‘oy ‘weet | 
a aa agate ‘isa on at basi “anna we Pee sae 

| “pte we at damavan witttoninue sac siob 
it ‘ono BOL BICV BAG ete ‘bis: on VAAD Ak | | 








‘igi ‘ea Hoel ak iim! bas taayne ‘vemioadt Venetia 
ysteveytans dgerailn stam ‘said stolen. one a ese fate 
sions mute opt. dls ag! ndirisge! Uf lesion ie causa tas 
‘BRO aitrolig- $u9 BLAS qane ‘gh tae? OGL “ot 
perce rape omen isldoas ua ‘bus Jae Lavettq 
1 bison ehistweg Yods ee son ad 8 words wR yuo 
) sided ati ern ew Lise ato’ ‘ae ‘ails SHEL Ke slew 
ow Das vals innatsovii 4G bral /éaioe | bebéen vets 
peedre LALLY wad) 88. meriol eosoda 4d ‘body 6 bed 
Tanaris, sit! diaget | seAMAARD aie ; 
ohh: ' gdotowhooéed ovata 
| ‘atten icttcaataal SaaAedEbad © sina" am 
EN | ba AS ad donate ave wend oun bea 
a, ‘eet pes son wie ‘ebidal ‘quoay 
pony! ‘She ene gayaktert yaar stetsqes 
"ete dina le ay 
} hae ‘adipteas ond o esotag oa 
6 wad +88 ia hae vee 













A 
*) 
ay 
ia y Bare 
y 
AY, i 
M vt ni 
’ i 
, iY, 
y ) 44 “b 
b : ’ Ft 
I ; F 40) 
} oer cee 
1 1 : 4a 
Pins Mal nse, 
~ i ; 
= mite 


celebrating our 21st oirtnday, it was 1933 when we 
ram our first ad. in January 1933. 

THE CHAIRMAN: I sSuopose originally and even 
now one of your main purposes was through co- 
operative buying to cut tne purchase costs of your 
mempers? 

MReeCARXY: “Tha G26. rien... 

THE CHAIRMAN: So that they would be able to 
Sell to the puolic at competitive prices with other 
organizations? 

Mie CARY: “~elnet Ls. right. 

THE CHALRMAN;: One comment witn regard to 
the statement in your last paragraph where you speak 
of the "Commission's published pooklet". It is 
not the Commission's booklet, it is a pooklet pup- 
lismead by The Director of Investigation and Hesearch, 
and the Commission nad nothing to do with its pre- 
paration. 

Mia GAhnYs Sorry. 

THE CHAIRMAN: We commenced where tne letter 
LéeGenol in Gite wonder, Mr Cary, with regard vo your 
reference to the Stevens Commission, if you have 
in mind any particular statement or point in the 
report of tnat Commission to which you could give 
us: the citation? 

MR, CARY: Well, I could supply you with 
quite a few instances if you want. 

THE CHAIRMAN: It might save some time in 


locating the actual statement you are referring to. 






Bren i ah Sit 
wtp , a M be rh h : oO diay o ey 
. ee aes 


wa Ah: a ‘ a oy 7 Lt ik 7 : . 
ie { Mi eM me - on i Areva ; rede whet Pee Fy Ay \4 Pa 7 ie ; ay 4 
f bd a, i Py) ‘ \ f " On weet | Sin Oe TH Py ie , a ag: 4. ae : f e 
+1 ras hens nice Beh Wert a een es a ae 
ba ne) r y Ry Hex ort ike i ni , Tae ah ed a a Late ta 
wh yest a ; ae t “ Ni ay } ’ AUD ye] e Wait 4 Wits ~ Pp Sa 7 
ou) es mn , . iar | MS - aad . hail eo i? 
, : ! ‘ - oY. ; ane ial ‘ : ' | f ena iM hes : " | ore 4 ee AY ae a ae ps ca aa 


OB!) 








aA”) iN | ia Ant \ ny J ERY Wa Caney i 
PREM UN Vile ity Henan Ps 
a ye ia ey vay Lees hy 

hr gan iy Gy ke. 





KS oy at eal Ea) ite 
oF sagen ate ‘emion: amt "MAMATABO BE " fa eee pe 
| eae: teow aren Raitaneg dant, wor ad suremesete ali i 

Be: ah! <Momtaodd batiatfoug, waokadtmod! eg) . as 

| +009, vaoos Bak ad (elalagd a no kaesimms9 sta’ dor 7 

fouagest bas notteairesyek Ww) sodoant ‘ott Yo bonant 


4oH; Bee: ia Ob) G7 settnidon bad totes tained oa ace 
i aera a ify Rennacn 
pet $M onsinw t beonsmars oH 4 pec ee if i 

suo elt bre! tsb weed «ot -sebnoW 2 fhe aver | - 
| wrait doe ‘a (vokaacawibt: eravers, rare exueistet ale 
| ent ad sagog: to Yommaiade metuakun sa) ya beltin nb uv 
i Sateen be ate pbivwamareiannt te roger 





505 


MR. CARY: All right, we will submit several 
pages. 

THE CHAIRMAN: It is quite an exhaustive re- 
DOF. 

MR, CARY: Yes, there were quite a few and 
there were some in the industry in which we were very 
interested. 

MR. WHITELEY: Mr. Cary, do you feel that the 
volume of purchasing done oy Drug Trading permits 
it to secure prices equally low with any other dis- 
CL bUutor? 

MR. CARY: Yes, we think So. We think now iwnat 
our folks can buy them as cheaply as anybody else, 
warehouse it. 

MR. WHITELEY: Does the Drug Trade purpose to 
offer any advantage to the public in re-selling that 
same mercnandise? 

MR. CARY> well, it does and we do, 1 am 
quite sure. 

MR. WHITELEY: How could you continue to offer 
those advantages to the public if resale price main- 
tenance were imposea? 

MR. CARY: well, we did oefore and we would 
again, advertise at resale prices, maintenance prices. 
There are a lot of other things that are not 
covered. 

THE CHAIRMAN: would you say you get the vest 
prices of any distributor, that is a more advan- 


tageous price than the highest price paid for 
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that same merchandise? You say now that you are 
permitted to pass that advantage on to the public 
in the form of lower prices. I don't know how you 
could continue to do that if there were resale 


price maintenance on those articl 


ra) 


2S. 

MR. CARY: WELL, L 6430 that we cid ac? the 
time when resale orice maintenance was in force, we 
applied all the resale price maintenance prices and 
passed it on on other things that were not covered 
by resale price maintenance. 

MR. WHITELBEY: I see. You wanted the public 
CO Get the adventage, put’ being prohibited from doing 
it on the items -- 

MR. CARY: I think you are putting words 
into my mouth there. we have told you that there 
Hee bec Very Tattle Curvuing 2m our ine, very Liccle 
cutting. 

MR. wWHITHLEY: How does the advantege get 
down.to the public then? 

MR. CARY: Lt does not get down to the public 
any more than through these other lines or that 
the druggist would have to ask something for his 
Ouner services, tO make up Dom at. Cervarniy the 
druggist is not making an GxXheOroluant net profit. 

MR, WHITELEY: But I thought you said you 
were now passing on to the puolic advantages in youn 
buying? 

MR, CARY: well, we think we are, because we 


Say that if the druggist did not. buy av these 
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favourable prices, ‘ne would nave to get it somewnere 
else, either in prescriptions or some otner ones of 
the services that ne carries, he would have to get 

3 By ae 

MR. WHITELEY: But all druggists are not memoers 
of your organization? 

Mr. SCARY: Noy, that 18 right. but the fact 
that we are here means that the otner druggists get 
pretty favourable prices too that they mignt not get 
if we were not here. About a third of the druggists 
in Canada oelong to our organization. 

THE CHAIRMAN: Do you mean that the other 
druggists are now, because of your existence, able 
to buy at pretty much the same price as your organi- 
zation? 

MR, CARY: Other houses have to cut down and 
give the same, the discount that we give them back 
as savings at, the end of each six months, they have 
to do that. 

THE CHAIRMAN: In otner words they have met 
your competition by other means? 

MR. CARY: Yes, that is right, other than 
when we started, or we would not nave got started. 

THE CHAIRMAN: Any other memcer of tne dele- 
gation wish to say anything further? 

MR. GOULD: Mr. Chairman, I might clarify 
the question a little for the gentleman that asked 
apout tne advantages tnat we pass on to the 


public. Going oack to the organization of the company 
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(I have not seen in ocusiness quite that long but 
getting pretty close to that time) the druggist at 
that time was faced, particularly at that time. with 
departinent store competition in which the depart- 
ment store was buying at wholesale price winereas the 
independent merchant had to pay the wnolesaler's 
price; that is, the department store was buying at 
the wholesaler's price less tne wholesaler's dis- 
eount. The druggist had to buy at the wholesale 
peice. 

Drug Trading was formed to pass part of that 
wholesale discount on to the druggist so that he 
could compete with his competitor. we nave nad to 
use that campaign to compete with ever since Drug 
Trading Company was started; we have voeen passing 
it on to the consumer ever since the Drug Trading 
Company was organized. 

Tht CHATRMAN: Then you would need 4 part 
of it to operate Drug Trading Company Limited? 

Mit. GOUbD: ~Yesy evruc. 

THz CHAIRMAN: But you pass on the balance? 

MR. “GOULD: Pass “on the welance:. 

THE CHAIRMAN: To dealers. Is there any 
other question? 

MAS CARY: “Yes, “JUST One -pornt, one Sstacte- 
ment I can make, there has ween one otner point 
going around in my mind as a possibilit, as a 
stop-gap, and that is if a manufacturer were 


allowed to go on a quota vasis and set up quotas 
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for various dealers. I don't know whether you 
have considered that all or not, out it is a possi- 
bilit there that might deserve some investigation. 

It would stop one dealer from getting an ex- 

orbitant amount of a certain manufacturer's merchan- 
aise. | liam tonlyrthrowing that pout 7" don'c think 

it is good and I can see all kinds of trouble ahead 
myself, out there is a possibility that something 
could be developed there. 

THE CHAIRMAN: we would ve glad to nave all 
those suggestions oecause we don't think the answer 
to all tne briefs tnat have been made is too simple. 

MR. wiCKwIRE: Who would you suggest, Mr. 
Cary, snould determine the quota, the manufacturer 
himself? 

MR. CARY: As I say, I can see plenty of 
faults“ineit; out my*thinking 2s that if a manufac- 
turer set up a quota based on a certain year -- say 
he got his figures for 1951 -- and then allowed a 
reasonaole amount for expansion, naturally he woula 
have to allow for new outlets and chains or a whole- 
saler developing in new areas; but I think there is 
something there, there is a basis there to stop one 
dealer from getting an excessive amount, an exces- 
Saye Quantity, say, Of these TiVo seus or those 
cars, or something of that, tnat he would do his 
price-juggling on. I have told you it is only just 
a germ. I can see plenty of holes in it myself. 


MR, wiICKWIRE: I was just going to explore 
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“it. a little oit to see where 1t would lead us, 
that is all. If you are not prepared to discuss it 
I won't ask you anything more about it. 

MR. CARY: “No. it might be something better 
than nothing. 

THE CHAIRMAN: I think you will have to leave 
bo-atvethat. You say there are some difficulties . 

I think we see them too, at least some of them. 

If there is no further discussion, gentlemen, 
that will Bee eens the prenenta cian OF VES aren 5 

MR. CARY: Thank you very much. 

THE CHAIRMAN: We have one further brief 
which has come in this morning from the Toronto 
Retail Tooacconists Association. It is a fairly 
lengtny brief and I know the Commission would 
like some little time to consider it. I think we 
had better adjourn at this time and resume at 
2.30 instead of 2.00 wnich will allow some time to 
read and study this orief before they actually 


present it. 


P=-sAdicurnea at 12.25 p.m. Until 2030 0 mM. 
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Delegation from: TORONTO RETAIL TOBACCONISTS 
ASSOCIATION. 
Comprising: due Ware, PYUTECCY, 3 Gna G 
Counsel. 


Re john. LOwens, 
Counsel. 

a Ore eae ks 
President of the Associa- 
Ogi. 


ee 


---On resuming at 2.36 o'clock p.m. 


THE CHAIRMAN: Gentlemen, tne hearing will re- 
sume. 

This afternoon we are to have a brief pre- 
Sented on behalf of the Yoronto Retail Tobaconnists 
Association, and if tney are ready to proceed we 
will open with that at this time. 

MR. HUNTER: I am acting on their behalf, Mr. 
Chairmen, Nr. Re. S. Tower 28 here with me, 

THE CHAIRMAN: Yes, Mr, Hunter? 

MR; HUNTER... 1 thought, with, your permission, 
Ene brief.not. being, very, long, I would read 10, 
comment on it and call some witnesses to give 
evidence in support or it. 

THE CHAIRMAN: Tnat is tne procedure we have 
been following. You can read the orief, make any 


comments you desire during the course of it or at 
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Chew. Ol Lb. or Doth, ana ti you KWishero, sub= 
stantlate matters set out in the brief you may call 
others either to give evidence or make statements. 

MR. HONTER: L presume the evidence will pe 
governed, insofar as it is possiole, by tne formal 
rules of evidence? 

THE CHAIRMAN: Tnis is not a proceeding of 
the type which is regularly carried on under the 
Combines Investigation Act and we nave not been 
putting people under oath. we nave assumed that 
people who appear here are intending to tell us the 
biucn, So far as they Know it. if think that we are 
gustified in that. 

MR. HUNTER: I wondered how far you wished 


o £0 in the production of documents and proving 


Ct: 


mé 
facts oy witnesses? 

TH@ CHAIRMAN: If you are presenting documents 
and you wish to prove them as coming from certain 
places, unless challenged, -- 

MA. HONTER: 9 in my Drier Gnere is correspon- 
dence set out. The original correspondence is here. 
L do not know whether you wish it filed. 

THE CHALRMAN: L think Lt Ls nov necessary, 
Mr. Hunter. We have it’ in the orier. 

MR. HUNTER: “It ds availapie at any time 
at You wish, to see 10. 

At page 1: 

Le "PH ATTEMP BY THE TORONTO RETALL 


TOSACCONISTS ASSOCIATION TO OsTAIN 
BETTER BUYING TERMS FOR CIGARSTTES 
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"The definition of the term ‘loss leader! 
would appear to be a subjective one. It 
has been variously defined as selling oelow 
cost orvas selling at such a low price and 
with so little profit that considering the 
overall mark-up necessary for a pusiness to 
operatey tturs in effec ahitoss.? tas 
the latter definition which we are taking 
for the purposes of this brief and it is 
not contended that chain stores are selling 
cigarettes pelow their cost price." 

THE CHAIRMAN: By "tneir cost price" you mean 
their invoice cost): price? 
MR. HUNTER: From the manufacturer. 

"In the late fall of 1953, the retail 
CoObacconis ts Pincthe woronto Area were, 
(and are still), confronted with very in- 
tensive competition from such stores as 
Loblaws iGrocererias (Ltd wk. &ePestores; 
Dominion Stores, Tamblyns Drug Stores, 
ete es, hereinafter referred tovas the 
Lchainestores.', due tbo she wtact that 
these chain stores were selling cigar- 


ettes as a ‘Loss Leader'item.” 


Thateyp of courge, 18 wHphin Sour definition 
of the term "loss-leader". 
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"This competition arose from the fact 
that the chain stores, after importing and 
selling quantities of cneap American cigar- 
Sttesy were Tinaliv jrantedcnee joover ts 
costprice" of $2.69 Wort carton tof 200 
cigarettes by the Imperial Tobacco Company 
Ltd Lnewewouid polnt out that the vwrice to 
the retail tobacconists by an Imperial To- 
Daceo Oo bSsiealsi@ Sale crrarecar Gon Lom Oo. 
Today the chain stores are selling these 
cartons of 200 cigarettes at 63.09, giving 
them a gross profit of approximately 17%. 
TheretaLler who is forced ve meet the sehain 
Store prices if whe desires to sell tnese 
cigarettes in any quantity must meet the 
Cnanmi Store) price, which, asi ieitect, wives 
hit @ gross Profitnor To cents ior wpprox.- 
mately slightly over 4%. In fact, as of 
thitse date, onevchain store, namely jk & FP 
Stores, are selling arcarton of 200 ‘ciear- 
ettes (Imperial) at $2.99, thereby making 
a gross profit of approximately 12%. 

"In order to combat this competition, 
indeed in order to remain in business, the 
Toronto Retail Tobacconists Association 
instructed their solicitors, Messrs. Allen, 
Hunter, Campbell & Regan, to form the 
'Toronto Co-operative Tobacconists Associa- 


tion! and to appiy to the imperial Tobacco Company 
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Ltd. for wholesaler's standing at wholesaler's 
pricess in short, to obtain’ the ouverts 
cost price’. ~The following correspondence 
between their solicitors and the Imperial 
Tovacco CO. Ltd. LTliustraves” tne approach 
adopted and the position of the manufacturer 
on the proposal. 

"It will be noted that in the letter from 
Imperial Tobacco Sales Company of Canada, 
Limited, dated March the lst, it is stated 
that various figures given in this LELver 
are strictly confidential and thay we would 
CuereLrore” regard tnese Lizures ae Tornour 
own private information. To date we have 
done this but on examining the material col- 
lected oy Director of Investigation and Ke- 
searcn and publisned in 1954, it was found 
that some of this material nad already been 
made public’ and accordingly 20 is not con- 
sidered to be “any breach of confidence in 
using that material which has been made 
Duplo, 
ek Feoruary 8. 1954 
"tMr., woods, 

"! President, 

"timperial Tobacco Co. of Canada litd., 
MIB LO St. Antoine Stress, 

"tMontreal, wuesec. 

"tDear Mr. wooas: 

ml A numoer of the more responsibole 
"tand reputable retail tobacconists in the 


"TOi1cy of Toronve deésite Co start 2 co- 
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‘operative under the name of 'Toront:s Co- 
"'toperative Tobacconists Association'. This 
"tis, of course, on the assumption that such 


"tname is available, otnerwise some other 


"tsuitable name will pe chosen. 


af This co-operative will have as its 
"tinitial members some twenty retail tovaccon- 
"lists, of whom tne following will be the 

° 
‘originating committee: 
"tMr. Joseph C. Farr Mes. Janet wilkins 
"Mrs. L. Carlisle Mr. John Yourberg 
"tMr. J. George Murphy Mr. H.J. Anderson 
"tMr. william T. Gilmour.Mr. Joseph A. Chlevack 
af As you can douvtless ascertain, the 
"tapove-named are all tooacconists with sub- 
"tstantial sales, and are all men and women 
"twith good credit ratings and of recognized 
WAnterYrity., 
ut If tnis co-operative is estaolished, 
"tt. .e.desined. to: know whetner your Company 
"twill give a.joboer's franchise,.to it, that 
"tis to say that said co-operative will be able 
"!tto purchase from you in oulk at joboer's 
"Inrices. 
My This co-operative will be purchasing 
"!to start with $4,000.00 worth of merchan- 
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"1.,.,and it 1s expected that as other people 
"'Soin the co-operative, the purchases will 
"'trise accordingly. 
ne Upon advice that they will receive 
"'joober's rates, our instructions are to 
"'tincorporate a co-operative immediately. 
"'Arrangements nave been made for warehous- 
"ing, for delivery vehicles and drivers and 
"'for telephone service. It is estimated 
"I'thnat aS soon as we know that joooers' rates 
"twill oe given that tne new co-operative can 
"!'oe in vusiness inside of six weeks. As 
“Yyou are doubtless aware, the retail tobac- 
"teonists are facing very intensive competition 
“tfrom) chainvwstores, and ib-is felt that only 
"'tpby tne estaolisnment of a co-operative and 
"toulk purchases with a jobbers! discount 
"'tean the retail tobacconist continue to 
"'carry on and service the public at a 
"'treasonable profit. 
ue we should very much appreciate receiv- 
"ting from you at your earliest convenience 
"tadvice as to whether this proposed co- 
"toperative will upon formation receive the 
" aforesaid JOObSrEY raves. 
~ a Simcerely yours, 
oo ALLEN, HUNTER, CAMPBELL & REGAN." 
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Feoruary 9, 1954. 
"f 


‘Mr. Woods, President, 


"tImperial Tobacco Co. of Canada, Ltd., 
"13810 St. Antoine Street, 
iB] 


‘Montreal, Quevec. 


"'Dear Mr. Woods: 

Bel Further to my telegram of today's date, 
"tT wish to advise that a mistake occurred 
"'in paragraph five of my letter of Feoruary 
"'8th to you. It is now my understanding 
i? 


'that the proposed co-operative will pur- 


"tchase $4,000.00 wortn of mercnandise per 


"Iweek on a cash basis, it being expected 
'that as others join the co-operative that 
"tpurchases will rise accordingly. 

ar iL regret if I have caused you any 
"tineonvenience in this matter, out I feel 
tsure that this information as corrected 
“twill be of further interest to you. 
Sincerely yours, 

a ALLEN, HUNTER, CAMPBELL & REGAN." 
ny Feoruary 12, 1954. 
"'tMessrs. Allen, Hunter, Campoell & Regan, 
"!iBarristers & Solicitors, 
"138 King Street West, 

PA POrone oO, bs. ON Le ruon 
PNDGAY Sirs: 


my This will acknowledge receipt of your 


"tletter of Feoruary 8th in connection with 
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"tan application by a group of retailers, 
"'twhom you are representing, to vecome a 
"Iwholesale distributor of our products. 
ee You will, no doubt, appreciate that 
"twe continually receive applications from 
"ltindividuals and companies seeking to ve 
"Iwholesale distributors of our products 
"tand that it is not feasinle from a mercnan- 
"tdising point of view to do more tnan zive 
"ttnem tne fullest consideration in the light 
"tof tne need of the area concerned. we are 
"teonvinced that it would not be in the 


= 


"tinterests of the consumer, as well as of 
"'Ithe trade, to accept every application for 
"tan appointment as jobber that we receive. 
"'Indeed, if we did so it seems clear tnavt 
"twe would have too many wholesalers. Con- 
"'tsequently, it is our policy, on receipt of 
"lan application for an appointment as jopober, 
"tto ascertain wnether tne particular area 
“tis already being serviced by a sufficient 
"tnumoer of wnolesale dealers distributing 
PPour produc tsi. 

28 we nave examined the application 
"twhnicn you have made on venalf of your 
"'telients in tne lignt of these considera- 
"ttions and we pelieve tnat, at the present 
"ttime, thege are in Toronto and vicinity 


"tsufficient whelesale distributors handling 
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"Tour products. We regret very much, there- 

"'fore, tnat we cannot at this time accede 

"'tto your request. 

tes Yours faithfully, 

ms Ae Ry LEY, 

= ¢ a@sy¥icesbresident.. 

I shall have something later to say on the 
question of the sufficiency of wholesale distributors 
in the area. 


February 17, 1954. 
Meh A. AAS LS yng 
"!tVice-President, 
"'Tnperial Tooacco Sales Company 
ie of Canada, Limited, 
MASLO Sit... Antoine Street, 
"tMontreal 30, Cuebec. 
us Re: Toronto Co-operative Tobacconists 
jen Association. 
"tDear Sir: 
Mad We acknowledge receipt of your letter 
"lof Feu.ruary 12, 1954, with reference to 
"tour client's application to become a whole- 
"tsale distriputor of your products. We 
"twonder if you had received our corrective 
"ttelegram and letter of Feoruary 9th when 
PAWEL ine your bet ter, 
at We have carefully perused the contents 


"tor your letter and it would appear that you 
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"thave misunderstood the nature of the 
"'peasons for our client's application. It 
has never peen a contention: of our clients 
"'that there is an insufficiency of whole- 
"Isale dealers distributing your products 

"in this area. On the contrary, their appli- 
'cation is based solely on economic grounds. 
ee Also dh Le aerricuin ts understand 
‘'your application of the policy enunciated 
‘lin tne second paragraph of your letter when 
"tha" listing has been granted to chain stores 
“'such as Tamblyns, Dominion Stores, A & P 
"tStores, Loolaws. There would appear to 
"!tpe no reason why tney could not have been 
"'supplied oy the wholesale distrivutors al- 
"tready handling your products in this area. 
"'tOne finds it difficult to escape the con- 
‘telusion that the principle guiding your 
"tpolicy with reference to such firms is not 
'Tadequacy of present service by distributors 
"Vor your products in the area, but rather 
"tthe size of the sales of your products 
"tang the possivility of a diminution thereof 
Stoy your refusal to @ive an “A” listing. 

nat In the present application. you have 
"ta group of reputaple, credit worthy re- 
tailers, whose purchases tnrough a co- 


"toperative would amount to at least 4,000.00 


"tweexly and wno would be paying cash. Only 
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"tone of them has even a "C" listing al- 
"Ithougn it is well known in the trade that 
"tsome of those with "C" listings do not buy 
"tas much as some of those among the appli- 
Miig@ants woo Rave. Ho. OC ~Lib une. » Le. has 
"Yalways oveen difficult to reconcile tnis 
"twith Section 498 A (1) (a) of the present 
'Criminal Code. 
He At present the cnain stores ouy a 
"'earton of 200 cigarettes from you at 
"Tapproximately eereo aus Sell at $3.09, 
"tpiving a gross profit of 40¢. The retailer 
"'buys a carton of 200 cigarettes from your 
"twnolesale distrioutor at $2.91 and if said 
“'tretailer wisnes to keep customers. he has 
‘to meet the chain stores' retail price 
"tof $3.09, giving the retailer a gross 
"Itprofit of 138¢ or less tnan one half of 
"'ttnat of the chain stores. Many small 
"tretailers are losing sales oy feeling 
"'unaole to meet chain store prices. 
me In the Fepruary issue of tne Canadian 
"!Cigar and Tobacco Journal, an editorial 
"turges the retail tobacconists to sell 
" tcigarettes by the carton in order to meet 


"tthe competition of tne chain stores. This 


t 


"tig a particularly unrealistic viewpoint 


"'twoen the cnain stores are making a gross 
"'profit of 40¢ on a carton of 200 cigar- 


"tettes and the retail distrivutor 18¢. 
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ae In order to meet competition and make 
"ta profit which will enable the retailer 
"tto continue to properly service the con- 
"tsuming puvlic, the retailers must oand to- 
"'getner in a co-operative and buy ina 
"tquantity which will justify the giving of 
"tthe lower discount. 

iat It is well known in business today 
"'that the middle man or joboer is a memper 
“tofeaedying race. (Whilesthere still exists 
"ta peason for hls existence, sucn reason 
"tis steadily decreasing. He is simply re- 
"Yeeiving a profit for a service which in 
"tmany cases is superfluous. 

In tne present case we submit that 
"tit is a wrong principle to expect a group 
"tof retailers to pay heavily for a service 
"'whien they can nandle quite adequately 
"'themselves. Tney are prepared to pay 
"'cash, warenouse, distripute, and provide 
"tsuitaule telepnone and personnel facili- 
"'ties. There is no doubt that their 
"Yoriginal purchases of $4,000.00 cash weekly 
"will increase as tney permit otner re- 
"putable and credit worthy retailers to 
"‘jJoin taeir co-operative. 

On Lt-is true that this will*diminish 
"tthe profits of the jobber, out the method 
"tof purchasing direct is now an accepted 


"'facet of modern ousiness, and to endeavour 
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''¢to preserve an at least partially out- 
"Imoded and redundant machinery would appear 
"tto oe a retrogressive step. 

a May we point out to you that in tne 
"tCanadian Cigar and Tobacco Journal of 
"!tReoruary of this year, Vol. 60 No. 2 page 
"t12, your President, Mr. Edward C. wood, 
"tat the LOth Annual Meeting of the Company's 
"t@uarter Century Club is reported as having 
"tstated, ‘we must be constantly on the 
"ltalert for new and better methods and ways 
"tof doing things." with a oroadened outlook 
' and wider interest, he said, Canadians 
"twill prosper and find nappiness and satis- 
"t faction. 

May we also refer you to the Press 
"tRelease of the Hon. Stuart S. Garson, 
"tdated January 25, 1954, witn reference to 
"tthe report of the Restrictive Trade Prac- 
"'tices Commission concerning Beaver Products 
" Co., Limited. In tnat release Mr. Garson 
"tstates as follows: "It appears from the 
“tevidence cited in tne report tnat the re- 
"'fusal of Beaver Products Co., Limited to 
"'take on Central wholesale Grocery Incorpor- 
"lated as an account, arose in part from re- 
"tluetance to recognize an innovation in the 
"tdistributive system, and in part from the 
"'objections of the local salesman who 


"!tPearea tnat the lower prices charged to 
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"tpetailers oy Central wholesale Grocery 

*' Incorporated would antagonize other wnole- 
"tsalers in tne district and cause them to 
“'be less active in selling Beaver products." 
my Mr, Garson, quoting the report of 
"tthe Commission, quotes as follows: "Tne 
"'pudlic interest required, said tne Com- 
"tmission, that there ve opportunity for 
"ttrying out new methods ‘and that the 
"'gsuccess of experiements in merchandising 
"'tshould be dependent upon the degree to 
"twhicn tney can meet the pues neea ror 
"teconomical distrivution. A climate 
"'favourable to innovation cannot oe main- 
"'ttained if opstacles designed to nullify 

| "'the competitive influence of new methods 
"tor to prevent their adoption are placed 
"tin the way of tnose who are attempting to 
" introduce them!" 


ai The Commission further reported that: 


‘'t"Rreedon of opportunity cannot exist for 
'the small merchant if he is denied access to 
‘supplies under the same conditions as 

'tnose applying to large organizations." 
Since this matter is so clearly one 
‘tof afain profits, andumot. ene of distribu- 
"tion, we find the policy set forth in your 
NlLetter difficult to,-apprectate. Our 


"'elients have no criticism of the efficiency 
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"'‘of your distributors. They do, however, 
"ttake sharp exception to tneir necessity 
"tinsofar as they themselves are concerned. 
"twe find it difficult to oelieve that your 
"<Company would wish the credit wortny re- 
"'tailers to subsidize your distriputors in 
"“torpder! that they mignt continue to service 
"'the smaller and less credit worthy retailer. 
"'Ror a long time to come there will eti21 
"tbe a place for a joover, but let him oc- 
"leupy tne place where his utility justifies 
"this existence. 
ae One of the obvious suggestions which 
"tis sometimes made to a grouo such as the 
"tapplicants, is that they should buy up an 
“Testanolished wholesaler, and in that way 
"'they would not be disturbing the marketing 
Ewitelid., lt 1s Ssubmavreqermatrecunes is an 
"Tunrealistic approacn, since it would be 
"'impossible to buy up any establisned wnole- 
"'gale distributor in Toronto for less than 
"'s75,000.00. May we again repeat that our 
"'elients have no quarrel with the present 
"tjovubers. Furtnermore, our clients recog- 
‘ize that the granting of their request 
"twill inevitaoly cut down the profits 
"tor the pressnt wholesalers. Our 
"telients wish to make it clear that they 
"twill not refuse entrance into their co- 


"toperative of any reputable and credit 
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"“twortny retailer, and tne they fully ex- 
"Yoecty that if their request 18 granved, their 
purchases within a year would ve in the 

"'neighpbourhood of »1,000,000,00. Our 
"Yelitents feel that tne utility of the 
"!tfopver in tne Toronto area is largely 
"Te thine of the Past, anu tua uroLrecuilon 
"teranted to joovers at the expense of re- 


" 


'Cailers is swimming upstream against a 


o7) 


'current of economic development which i 


"tinevitable and inexorable. 


ue We nope tnat what we have stated 
"tapove will clarify our clients! position, 
"tand we also hope that this clarification 
" will enaole you to revise your decision. 
" We should appreciate hearing from you at 
Tt 


'your earliest convenience. 


ae Yours very truly, 


-) 


ae "ALLEN, HUNTER, CAMPBELL & KEGAN" 


c 


my March 1, 1954. 
Jon Wi G. HGRCSr? Boal. Wao. 

"tMessrs. Allen, Hunter, Campbell & Regan, 
"'3¢ King Street west, 

PAOLO viva: Ale Geld Lon 

"!tpear Mr. Hunter: 

ar I was out of town when your letter 
"tof Fepruary 17th arrived and did not 


"“thave an opportunity, of replying to it 
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wl Your letter, which has veen very care- 
mi » sets out most adequé 

"'fully examined out st adequately 

" 


'the only possiole argument, in our view, 


"'for tne action which you request. It 
"tfails, however, to take into account other 


"timportant factors which we normally do not 


{t 


‘discuss. with persons seeking to oe recog- 
"inized as wholesalers but wnich we are 
"tprepared to discuss witn you. You will 
"Irealize, of course, that the various 

"figures given in this letter are strictly 
"'tconfidential as they mignt be of consider- 
adle value to our competitors and also to 
"'tyvour clients. we, therefore, trust that 
t 


‘you will regard these @igures as for your 


"town private information. 
“a In the first place, we nave always 
'pelleved and still do that we are within 
"tour rights in selecting our customers 
“land that this is fundamental toa system 
"tof competitive enterprise, hnaving in 
“tmind tnat the public interest is of prime 
"timportance. In this regard, we know 

"lor no law, except Section 34(3) of the 
"tCombines Investigation Act when applicable, 
"!'that limits this right beyond the apvove 
"'qualification. 

if You will, no doubt, appreciate that 
"twe continually receive applications 


"'from every part of Canada for appointment 
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"tas wholesale accounts. were we to accept 
"'tyour clients' application, we should, in 
"'fairness to otners who have applied at 
"tearlier dates, accept tneirs as well. 
"!IMoreover, we oelieve that if all pending 
"Tapplications were granted this would, 
'lundoubtedly,.be.an invitation to a great 
"tmany more right across the country. In 
"!'this event, it would seem to us inevitable 
"tthat the increase wnich would vecome 
"tnecessary in our sales staff, our addi- 
"ttional costs of distrioution and of 
"taccounting, would eventually result in 

‘'a higher wholesale price which, no doubt, 
"ttne consumer would ultimately be forced 
DiTOeCarry:. 

a There LS another mavter., .one,that is 
"tof particular concern to us, which we would 
Mia Soke Lorri ue he ayour Attention. AG 
"'the present time there are in Canada 


"tapproximately blank wholesalers ...'" 


ee 


I have eliminated that figure pecause it was 


considered confidential. 


"t ..and 90,000 retailers handling our 
"tgyoods. If we were to accept every appli- 
"teation for a wholesalership that we 


"'receive, it is quite possible that the 


"tnumper of wholesale accounts would be 
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'quickly douoled. In dealing with a perishn- 
aple product like tovacco, tnis would 


‘create serious additional difficulties. 


‘twe have, at present, a comprehensive stock 


‘planning system tnrough which we attempt 
vo ensure that our standards of quality 
‘ana rresnness are maintained and to reduce 
'to a minimum the possibility that a con- 
‘sumer will be sold @ stale product. This 
"system has the twofold value of protecting 
four trade marks and maintaining the reputa- 
'tion of our orands as well as ensuring. 

‘as far as we have found it possible to 

'do so, that the consumer is fully satisfied 
‘with his purchase. A large increase in 
'the numoer of wholesale accounts would 
‘detrimentally affect the efficiency of 
'this system and substantially increase 

'che “possiolilivty of svale tobacce products 
'getting into the hands of the consumer. 

; Finally, we would like to point out 
'that your assumption that the role of a whole- 
'saler is fast disappearing is certainly 


‘not supported by our experience in the 


"ttooacco industry. Indeed, at the present 


hy 


'time blank percentage ...!" 


— ee eee 


Again; “at their request, “stricken “our. 
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"t,.,.of our ousiness is nandled through 
“lour wholesale accounts. Our experience 
"over the years has convinced us that the 
"trole of the wholesaler is vital to effec- 
"ttive distribution of our products. 

wy The cost of distribution whicn in- 
"'eludes warehousing, delivery and servicing 
"lig not generally appreciated poy the re- 
"ttailer. In fact, witn a perishable product 
"tlike tobacco, the maintenance of the job- 
"'tping trade is essential if the distribution 
"teosts involved in ensuring that fresn goods 
"tbe sold are not to get completely out of 
"'tpeach, You state in your letter that your 
"'telients are prepared to pay cash. to 
"twarehouse, to distrioute and to provide 
"tpersonnel and telephone facilities. All 
"tor these will cost money and tne. only 
"tsaving to your clients will be in not 
"thaving salesmen and the joober's profit, 
"tif any, from these operations. The small 
"'gaving that would thereby acerue to your 
"'tclients would pe more tnan compensated 

" for by the added costs to the manufacturer 
"'tpecause of the increase in the calls that 
"'our representatives would have to make to 
"tensure that tne stock was maintained in 
"ta fresh condition. The net result would 
"tbe that the consumer would ve required, 


"tin all probaoLlity, to carry the addi+ 
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Vitd onal- ces.ts:, 


ne For example, if our representatives 


"tfind that a wholesale customer is over- 


"‘loading the retail trade with our goods 
(Ss) 


"tand, consequently,we are required to pick 


‘'up a great deal of stale stock, it is a 


'very simple matter for us to go to this 


v 


'wnolesale customer and obtain his co- 
{i 


‘operation. Under the set-up which you 


if 


'eontemplate - and we must not forget that 


"timplicit in it would be thousands of other 


"tIsimilar groups all over the country - it 


"'w uld be virtually impossivle, except at 
YW 


‘prohibitive costs, Co.exercsice’ this 


"“tquality supervision of our prands. for 

'experience has shown us that most retailers 
"tearry far too much stock unless the joboer, 
if] 


'througn co-operation, continually keeps 


ti 


'their stocks. to a;realistic level. 

Let me assure you that we are con- 
"ttinually on the outlook for improvements 
"tin our merchandising methods and any 
"tplan or suggestion that would promise to 


"toperate to the advantage of the con- 


"tsumer could depend on us for active 
"tsupport. 

aa However, for the reasons mentioned, 
"twe ovelieve tnat the suggestion of in- 


"Itereasing the number of wholesale accounts 


"tin areas where there are sufficient outlets 
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"tto adequately service tne pusolic woula 
"toroduce, arsituation antithetical to the 
"'publie interest. In the, circumstances, 
"tl very much regret to find it necessary 
"tto repeat wnat I said in my earlier 
"'tletter that we cannot at this time accede 
"tto your clients' request. 

us I expect to be in Toronto on Monday, 
"tMarehn oth, and would ve glad to arrange 
"!'to meet you and discuss this matter fur- 
"'ther if you so desire. 

ie Yours ‘faltnruLhy, 

mt Vien e DEL 

at Vice-President.!" 

| Apri. 2lst 5.1954. 
Sey AR PL Ee ys 

"'Vice-President, 

"tiImperial Tobacco Sales Co, of Canada, Limited, 
"2810 Saint Antoine Street, 

"'tMontreal 30, ,uevec. 

"IDear Mr. Tilley: 

Since your Letter of March the Ist 

"and our personal conversation, I nave not 

"thad too much opportunity until recently 
“leougovinto this) subjectwvery thoroughly 

"twith my clients. However, during the 

"tlast few days I have nad tnis opportun- 

"tity and I think that I should advise 


"tyou of the reaction which your arguments 
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"thave had with my clients. Fursuant to 
"!vour request, I have not shown them the 
letter which you wrote to me, out I have 
" managed to cover most of the relevant 
"tpoints in my discussion with tnem. 
a Starting with the 4th paragraph of 
"tyvour letter, I do not follow that because 
"tyvou aecept my clients' application that 
"tvou must of necessity accept all other 
Mapp ilica cto. Mites, ais tartan y chee roa L's 
"tOnly those applications would be accepted 
“twhere the volume would be adequate and tne 
"torganization credit worthy. while it 
"tmignt inerease tne number of jobbpers. 


"'tnose who were inefficient or who were 


"tnot performing the purpose worthy of per-. 
“Ipetuation in the eeononmy would vanisn. 
"tThis is true in all phases of economic 
tte 

Referring to paragraph 5 of your 
‘Letver, L-quive agree, tat it is desiravle 
"that your product snould ve marketed in 
VW DResty CONULELON. Gr Snoula unin, ches 
"tthe organization wnich I represent would 
"Itmarket a fresher product than your 

" present wholesalers. Incidentally, my 
"telients are having continual trouole with 
"tyour wholesalers because of stale tovacco 
"tproducts, This would indleate that’ in 


"tspite of your present comprehensive stock 
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"tplanning system, its efficiency is 

TAT IMLS’ 

sy Witn reference to paragraph six, 
"'the fact that you are marketing olank 
"tpercent of your odusiness tnrough your 

"' wholesale accounts is not a refutation of 
"tmy ooservations. Incidentally, I should 
"toe surprised if that blank percentaye 
"'figure is still true since more and more 
"tof your tovacco is ceing marketed through 
"tthe chain stores, In any event, such a 
"thigh percentage might well indicate a 
"treluctance to innovate rather than the 
"terficiency of the method. 

a With reference to paragraph 7, my 
"telients have worked out a scheme wherevy 
"ttheir warehousing would ve free. Members 
"tof the organization have agreed to look 
"lafter the orders and tue warehouse for 
"Tone month at a time and free of charge. 
"!tOrders will ve received from all members 
"ton a certain day and these orders will 
"'therefore be sold veffore they are re- 
"'tceived. The individual members will 
"tpick up their supplies. As the movement 
"'spreads, a more elaborate set-up would 
"toe invoked put the organization would 
"Ipe run extremely economically since the 
"“twhole purpose is to acnieve a greater 


"Iprofit by the revailer. Slow selling 
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"torands’ would still ve purchased oy the 
"tindividual retailer tnrough tne joober. 

LT mentioned in my letter that some 
"Tor your "O" accounts Gornoet., sell) tie 
Moeuantity of totacce that: is sold sy a 
“tnumoer of the retailers who are forced to 
"'tpurchase tnrough the wnolesalers. I 
"talso mentioned tnat section 498A of the 
"!tgode would appear to forbid this practice. 
"'At that time you advised me that °C" ac- 
"'tgounts were a thing of the past put that 
TUE nad Ast been considered fair to de- 
"'tporive those already on such accounts of 
"tthe preference whicn tney were receiving. 


rn fi 
U 


"tYou alsse added tnat no new accounts 
"twere peing granted. I am now advised tnat 
"twithin the last few months 2 new "C" 
“tTaccounts nave veen yranted and I am ad- 
"vised tnat one is in Hamilton and one in 
PMN SCONCO 4 

my I quite a,ree that it has always 
"'peen fundamental to a system of competi- 
"itive enterprise that a manufacturer is 
"twithin his rights in selecting his custo- 
"tmers. Tne question which is now forming 
"in my mind and forming in the minds of 
"tmany is whetner tnis can be permitted 
"tto continue where it can cause an in- 
“tyustice t6 a section of the community. 


A It is quite obvious that wnen you 
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"tgell a carton of 200 cigarettes to a 
""ehain store at $2.09 and that chain store 
"tsells them at $2.99 tnat the chain store's 
"Imark-up on buying is approximately lez. 

" It is equally oovious tnat tne chain 
"'tstores are either making no profit or so 


"tlittle profit that these cigarettes can 


"'pe considered a loss leader. To expect 
"tthe retailer to buy from tne jobber at 
"!32.91 and sell at $2.99 which he must do 
"tif ne is to meet tne competition in tne 

- 

"tchain stores is more tnan unfair. It is 

Vigieasorous.." 

L snould mention at this point, that the only 
chain store selling at $2.99 is A & P. There are 
other chain stores selling at 3.09. 

& p 
"tlt would appear to the writer that every- 


'tning in tne power of your company should 


"tbe done to overcome such an undesirable 


! 


‘situation. Your company would give the 
"tappearance of veing disinterested in the 
“'tppoolems of tne retailer. Otherwise I 

"tgsnould think you would enthusiastically 
"'tsupport the proposal of my clients who 

fare reputable and credit worthy and who, 
"lout of sheer self-interest, are extremely 
"tanxious to sell nothing but fresh tovoacco 
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mM LoALs° Cais” reluctance tol offer any 
"'tsolution which would be of assistance to 
"tthe retail tovacconist which compels me 
"land many otners to review tne present 
position ini which the manurasturer Has” the 
"'tsole right to select nis customers. 
"tQpviously tne cnain stores were not given 
"'the wnolesaler's price until they forced 
"“tyour nand., fhis they did oy threatening 
"tto import and buy, actually importing 
"'quantities of cheap American cigarettes, 
"'tT and octners are now reviewing the present 
"tsystem with the view to suggesting to the 
present commission certain alternatives 
'to the present system. One of the alter- 
natives suggested is that when a credit 
"tworthy retailer who can ouy any reasonavle 
"tquantity is refused the privilege of buying 
"'directly from the manufacturer that re- 
"ttaliler or association of retailers shall 
"tnave tne privilege of appealing tnis 
"decision to an appropriate official 
"'such as tne Director of Investigation and 


“tResearch under tne Comoines Investiga- 
"cions Act or to the Restrictive Trade 
"'tPractices Commission set up under said 
"-Act and that such relevant official or 
"Yofficials after an investigation thereof 


"I'gsnall ve empowered to either dismiss 


"tthe appeal or to make an order directing 
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"Itne manufacturer to comply with the request 
"tof tne purcnaser. 

— The writer can see objections to any 
"'tehange in tne present system. Of course, 
"tthe question to pe determined is wnether 
"'the defects of such change will be more 
"'tnan outweigned by tne oenefits to ve 
"toptained. Some of my colleagues are in 


"'tfavow of even more drastic provisions 


"'tand I am personally rather afraid that 


"tif amore understanding attitude is not 


"'snown oy the manufacturer he will ce 


{ 


'forcing changes in the law which may not 
"tresult in the hoped for improvement. 

id My clients have oeen requested to 
"tpresent a orief to the commission sitting 
"Ton loss leaders and I have veen instruc- 
"'tted by the Toronto Co-operative Tooaccon- 
"tists Association to prepare and arrange 
"'for tne presentation of a vrief setting 
"'forth their situation and the causes 
"'thereof and requesting such action as 
"tthey may deem suitaole for the ameliora- 
Tt ELon,Of their plight, 

i, I snould appreciate hearing your 
"tviews on this subject and if possible. 
":pefore I prepare my brief which I must 
"'have in oy next week. 

Mat with kindest personal regards. 


og oLncerely yours, 
my ALLAN, HUNTER, CAMPBALL & KEGAN"! 
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m4 April 29, 1954. 
"ive, John W.G. Hunter, QVC. 

‘''Messrs. Allen, Hunter, Camppell 

an & Regan, 

"t36 King Street west, 

Uporontoiwl, lontard 22 

"'Dear Mr. Hunter: 

Bt I have read your letter of April 
"'tQlst carefully and nave given it a great 
"'deal of thought. while there are certain 
"tstatements in it and suggestions with 
"iwhnich I cannot agree, I do not feel that 
“‘any advantage would ve gained uy a 
“'tlengthy exchange of correspondence upon 
"ttnem since the proposal you outline on 
"toenalf of your clients, which is set out 
"ton top of page 2, is in itself unaccept- 
"'taple to us. 

There seems to be 8ome doupnt, for 
"'example, whether the warehousing is to ve 
"tearried out in twenty different locations 
"in successive months or whetner only 
"tthe responsivility for the warenousing 
"'toperation is to rotate: among tne memvers. 
"tin eitner case, the aosence of any con- 
"ttinuity either in location and/or ex- 
"tperienced personnel would be quite un- 
"-suitaole for an efficient wholesale 


"‘operation, You state that slow-moving 
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"tlines would ce purciased by the indivi- 

"tdual retailer througn the very joboer 

"'that you suggest ougnt to ve replaced. 

"'Purtner, the proposal which you put for- 

"tward does not appear to contemplate 

"Yassistance in the introduction of any 

"tnew brands or of other products which 

‘tare part and parcel of the wholesale 

Mtoperation, \Linishortpiwnavvthe proup .you 

"'pepresent proposes is that it be given 

"tthe penefit of wnolesale price without 

"tundertaking the responsibilities of a 

"twholesaler or of providing many of the 

"tservices whica form an essential part 

"tof the wholesale function. 

ua Invdignt of thesitacts in wthe above 

"'paragraph, we can do nothing out advise 

"tyou that we cannot accept tne application 

"tof your clients for appointment as 

"twholesale customers of ours. 

18 Kindest personal regards, 

ai Yours°faithfully, 

Wy UAV ARE Tey 

A Vice-President."! 

"COMMENTS ON THE SITUATION IN THE 

"TORONTO AREA WITH RESPECT TO THE SALE 

"OF CIGARETTES AND THEIR USE AS A LOSS 

HOES UII 1 eel tx, eae on Seema So koe 
"With respect to the situation in tne 

Toronto area we would quote with approval 


the statement of tin Dy Aas Galoents 
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President of tne Manitooa Division of the 
Retail Merchants! Association of Canada Inc. 
which is set out at Page 220 of the Material 
on Loss Leader selling and is as follows: - 
'py virtue of preferential 
pricing from the manufactur- 
ers these outlets have been en- 
aoled to profitably retail popu- 
lar oprands of cigarettes at 
prices which closely correspond 
to the wnolesaler's price for 
the majority of the independent 
trade. dn other words, to compete, 
the independent must sell cigar- 
ettes as Loss Leaders.'! 

"The retail tobacconist in the City of 
Toronto has been virtually forced, we submit. 
into selling cigarettes at the chain store 
level in order to renaim in business. 
Tne practice has now grown up amongst the 
consumers of buying a carton of cigarettes 
when snopping at a chain store. The consumer 
is induced to do this by the advertising 
put out oy the chain stores. The result 
of this procedure is that tne chain stores 
are forcing the consumer to onuy in quan- 
City). 

‘The members of tnis Association nave 


on numerous occasions veen confronted oy 
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their customers with the statement that a 
certain chain store is selling a carton of 
200 cigarettes for $3.09 and in order to 
retain that customer they are forced vo 

meet the chain store price. This brief will 
be supported vy oral evidence in this re- 
ard. 

"As to the relations between the retail 
tobacconist and the manufacturer we would 
state that tne memoers of this Association 
are all on the Imperial Tobacco Co. Ltd. 
listing, who purchase their cigarettes at 
the 'Jouber!s Selling price 0n nanny oc- 
easions individual memoers of the Association 
have attempted to be placed on what is re- 
ferred to in the trade as the ‘Direct List'. 
As an example of tnis attempt we would suo- 
mit the episode of Mr. Joseph Farr, the 
President of this Association. Hor the past 
four years, Mr. Farr has been endeavouring 
to be placed in this icess Se Gy sas RU 
omith, the Zone Manager of the Imperial 
Tobacco Company in Toronto, had stated to 
nim that he, Mr. Farr, was doing more busi- 
ness tnan many other Imperial Accounts and 
that as Mr. Farr was progressive in nis 
methods, Mr. Smith could see no reason 
why Mr. Farr snould not be placed on 
their 'pirect List". However, “Mr, smith: 


qualified his remarks with the fact that at 
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that time there were no openings or in the 
alternative Imperial was not placing any 
new direct accounts at, present. §To the 
inquiry oy Mr. Farr as to how many Imperial 
Accounts were doing less ousiness than his 
own, Mr. Smith stated that there were 4a 
great number, but owing to the Tact that many 
of them were old customers of Imperial, it 
was Imperial's policy not to take the fran- 
ehise away from them. From this episode it 
would appear that if a retailer who nad 
been On the Imperial Pooaceq Direc r Account 
for many years and in the course of those 
years his ousiness declined and his pur- 
chases were not as great, then his account 
would still ove maintained. even though 
another retailer, as Mr. Farr, who was ad- 
vancing his pvusiness, would be prevented 
from receiving a direct account by virtue 
of this policy. Asa Toldow-un to! that 
episode, it should be noted that Mr. Farr 
contacted the Manager of the Imperial 
Tobacco Company in Toronto viz. Mr. Andrew 
Marshall: in tne’ fall of 205s3.%4as to this 
direct list and he was quite certain that 
py January 1, 1954, Mr. Warr would be on 
the new direct. List. We would point out 
that as of this date, Imperial Tobacco 
Company Limited have not issued any new 
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"Wwe would point out to the Commission 
that the sale of cigarettes has been in- 
stituted in clothing stores. An example 
OL Chis in the Toronto Area is the 'Cut- 
Rite Men's Sport Wear' Shop, 190 queen 
street west, Toronto, wnich is advertising 
cigarettes (Imperial Tobacco products) at 
30¢ per package of 2O. It is quite evident 
that the Imperial Tobacco Company Limited 
has not maintained a closer scrutiny of 
their joboers when sales of their products 
appear in clothing Stores. 

"We tnerefore, submit that these coi- 
ments in the situation in tne Toronto Area 
alone are sufficient to disclose the 


plight of the independent tobacconist. 


"Wwe would respectfully suomit tnat tne 
price at which tne chain stores are marxet- 
ing cigarettes is in effect a loss leader. 
Woile we have not full knowledge of the 
actual average mark-up for the various chain 
stores, it is therefore impossible to state 
unequivocally that they are selling at a 
loss but we would submit that if they are 
not selling at a loss, they are selling 
at such a slight margin of profit that they 
are, in effect, using these cartons af 200 
cigarettes as a loss leader. 


"With respect to the Toronto Retail 
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Tobacconists Association, it is clearly 
shown in the correspondence tabled under 
Item 1 of this Brief, that here we have an 
organization ae in order to meet this 
unfair competition have agreed to start 
with Imperial Tobacco Company Limited with 
purchases of not less than $4,000 wortn of 
tobacco per week, and have furtner agreed 
to warehouse their product and market it in 
a fresh condition through their members. 
At present, those members who have continued 
Lolwsell atv their old ae nave experienced 
avery sharp drop-in sales. Those. members 
who meet the price. of the chain stores 
continue to sell cigarettes, out lose money 
on such sales. If the present situation 
continues them 2t mayowebis result dn the 
independent retail-tobacconist being 
forced to rescue his business by engaging 
in some form of illegal activity such as 
book-making and evils. which flow there- 
prom." 
THE (CHALRMAN? o(Dhatcks 21iotiay forecast, is 207 
MR. HUNTER: Actually, we have a little evidence 
toreive sonetnat. 

"As to a 'cure-all' for this problem 

we would respectfully submit that ina 


Situation where a manufacturer refuses to 
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sell to an organization who are reputaole 
and creait wortny and who are prepared to 
puy, in volume at a 'wnolesale' price which 
enables tne members of such organization to 
Survive, then a move of procedure should 
oe set up witnin tne framework of government 
legislation, sucn as tne Combines Investiga- 
tion Act wnichn would permit appeals to tne 
Restrictive rade Practices Commission, and 
that Commission should be empowerea to 
issue an order suited to the particular cir- 
cumstances. Tnis remedy we suomit, would 
strike at the heart of the proolem and 
would be a.method of saving the ‘corner 
tobacco store! from its present unhappy 
state. 
"All of whicn is respectfully suomitted. 
"THis TORONTO RETAIL TOBACCONISTS ASSOC- 
UIC LON 
in regard to our suggestion: That is only a 
suggestion, we are not sure it is constitutional. 
It may be that such a suggestion would be under 
the legislative jurisdiction of the Province. 
It is q question of whether it would come within 
the criminal power of the Federal Government or 
their Trade and Commerce powers. we find it diffi- 
cult to make a concrete suggestion which would be 
an answer to this whole problem. Our clients are 


against going oack to retail price maintenance. 
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2 
They are firm proponents of the present law forbidding 
price maintenance. It is a suggestion we make to 
you for what it is worth, you may have better sug- 
gestions. 

In support of this brief, 1 would, like to call 
Mr. Warr, the President of the Toronto Retali Tooac- 
conists Association, who can give you verbally 
eertain additional information which I think will be 
of assistance to you. 

| Aen site iB a Gin 

MR. FARR: Gentlemen, I do not know what ques- 
tions you want to ask me on this. 

THE CHAIRMAN: Do you wisn to make any opser- 
vations yourself, Mr. Farr? 

MR. FARR: I have an article here from the 
press, which is an advertisement published on Thurs- 
day, May 20th. 

THE CHAIRMAN: Perhaps we had better have your 
full name? 

MR. FARR: Joseph Charles Farr. 

MR. FAVREAU: This is tne Mr. rarr referred to 
in the correspondence? 

MR. HUNTER; Yes. 

This is an advertisement which appeared in the 
Toronto Daily Star on Thursday, May 20. '"Fopular 
Brand Cigarettes, Carton of Ten" - tnat is, 200 cigar- 
ettes - "$2.99." In other words, we are not asking 
you to accept our word for that. Other advertise- 
ments can be ootained. IL tnink if any of you gentle- 


men went to the A. & P. you would get it at $2.99 
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and $3.09°at the otner chain stores. < . 

THE CHAIRMAN: Would you care to file that as 
an exhioit? we have had advertisements of several 
prices filed already. 

This would ve Exhibit No. 4. As we are getting 
a number of tnese at the Toronto sittings, we will mark 
them all with a "T" pefore the numver. This will ove 
T-4. 

---EXHIBIT NO. T-4: A. & P. Advertisement from 
The Toronto Daily Star, dated 
May .2OsIOo4 pane preiceuor ‘carton 
Of cigarevred:, 

Mr. FARR: we had, genvlemen, acout two years 
ago in our Association somewhere around 175 memoers, 
mostly all paid-up memoers. At tnat time tne idea of 
the Association was to give better service througnout 
the community, in the different districts throughout 
the community. 

I might mention, these are all small tobacconisis 
with very good credit ratings. 

£ think wnen Mr. Hunter said that in regard to 
book-making and the evils thereof, that was a matter 
whicn we, as an Association, endeavoured to keep 
clear of. Bach and every member of our organization 
was scrutinized at that time and I think we have the 
eream of what we call the retail tobacconists in the 
city, the smaller men. They are not over-burdened 
with an over-load of money, tney are all nard-working 
people, working from 8 o'clock to 12 o'clock at 
night, some of them. They are endeavouring to make 


a living. A lot of them have to open at 6 in the 
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morning and work to l2 o'clock at night. A. lot 


of them have to open all day Sunday to make a living. 


THE CHAIRMAN: Do you mean, Mr. Farr, the 
one man would be on duty from 6 until 12? 

MR. FARR: You must remember, most of these 
small stores are owned and operated py the man and 
nis wife and it is either his wife or he himself 
who does the work in the store. 

THE CHAIRMAN: I was wondering if they stayed 
on the job for elgnteen hours a day. 

MR. FARR: i had a little talk with Mr. 
Abpott about the taxation for the wife. All our 
different storekeepers, the wives do just as much 
work as tne men, and they have to do the cooking and 
housework at the same time. 

MR, FAVREAU: These people, tneir main busi- 
ness is selling tovoaccos as such? 

WR. OFARR: Yes... Mainly, »yes.) JA LoLt.of them 
have had to put in different lines of merchandise 
to do something about this ridiculous situation we 
have now. we nave to ove, ourselves, a small 
edivion of Loblawts, A.) S&B. cand) ener rest of ‘Laem. 
Unfortunately, we cannot sell our arvicies at such 
competitive prices because our buying power is 
not as great. Our main business was in the 
tobacco business. 

L-think the public of the city of Toronte 
when they go to buy tovacco, look upon their to- 
bacconist as the man to give good, substantial 


fresh tobacco and cigarettes. We were going along 
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nicely until about last Christmas I think it was, 

or a montn or two oefore Christmas, when one of the 
chains reduced tneir prices and tnen another reduced 
its prices. We thought.it was going to go a lot 
furchersaputiediedid not gcouthat ways bul at did Zo 
to $2.99. As Mr. Hunter has explained in our orief, 
the profit is very small. Out of our 176 members 
we have had over 70 of tnem change their stores and 
sell out. Others are just. making a living. 

THE CHAIRMAN: You say 170 have changed 
hands; that. is, in the last five or six months? 

NRue tage NO, Uthat. Lead east year. The 
greatest percentage have dropped out or changed 
their stores since this - what shall 27 call it? - 
the cut-prices in cigarettes and tobacco, 

THE CHALRMAN: You have not the figures 
oroken down to show how wany were in the first six 
months and how many in the last six GRU REe 

MA HARR: pie: 

MR. WICKWIRE: Could you obtain those figures? 

MR. ©®ARR: I presume they could ve obtained. 
At the present time we are very busy in our own 
Stores. we operate and own our own stores. we 
are taking tnis case with very little money and 
endeavouring to better our own circumgtances. 

Avudot of time 1s. not available for other things. 
we have called meetings, many times and, unfor- 
tunately, our memoers cannot leave their stores. 


They are making a living at le o'clock at nignt. 
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MR. WICKWIRE: I suggest that, Mr. Farr, be- 
cause I think that type of information weuld- be use- 
ful to the Commission, if it could be made Aveda able 
to the Commission. 

MR. HUNTER: You want to know the number of 
memoers in tne Assuciation six months -- 

MR. wiCKwlRe: Mr. Farr said you had 175 
or 170 members. 

MR. PARR: I think that is exactly what it 
Was, 

MR. wICKwLRE: Now, when did ne have 176 
memoers, or when were there 170 and since when have 
che 7—O gop out? 

MR. PARR: L have no-dates:on this here. 
August the 13tn, 1952, I presume that would be when 
the organization started, They came in at that 
Came, Lt continued that way ror 1953. 

THE CHAIRMAN: 176 members at that time? 

MR. FARR: 176 members. 1952. 

THe CHATRMAN: How many was it you said nad 
dropped out of business or had sold out to otner 
people? 

MR. PARR; Well, today we have got more 
than cl bearing the brunt of the expenses for this 
hearing. we have a lot in the Association but they 
have. not: the money, to pay fords. 

THE CHAIRMAN: what do you mean oy a memver 
who had either quit the business altogether, been 
forced, out. of business. or. sold, his- business. or 


the business nad cnanged nands? 
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‘MR. FARR: I could not give you the figures 
as to how many had sold out, tnat would have to be 
wone over. There are a number of changes in the 
stores throughout tne city; there are a vast number 
of changes. 

THE CHALRMAN: You would not be in a position 
to give us accurate figures of how many had been 
forced out during the six months period vefore this 
intensive price competition? 

MR.CEARR: I do not think they were forced 
out, they got fed up with the profits in the tobacco 
ousiness. 

THE CHAIKMAN; How many dces that apply to 
for the six month period before the price-cutting 
vegan? 

MR. FARR: There have been even more gone out 
Since the price-cutting began. 

THH® CHAIRMAN: I was wondering if you could 
give us approximate figures as to how many were in 
eacn of those six month periods: if it ds. too diffi-= 
cult we will not ask you for tnat. 

MR. ifARR: liam afraid [cannot give Tt to 
you. If it is possible to get those figures I 
Will send them in to you. 

I want you to understand, we were tne first 
organization to, talk to Mr, Garson on the abpolish- 
ment of price controls. we have been buying from 
Gifferent manufacturers and the prices were quite 
high in our merchandise and we had to get a cer- 


tain price for it. It seemed to be we were lert 
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with a lot of merchandise on our shelves. The 
small stores were not doing the business they 
should ve doing with tnese things and we suggested’, 
instead of keeping price maintenance, in order to 
endeavour. to clear our shelves, to turn over our 
money; and that is why we did not favour the 

price controls. 

MR. wiCKwIRE: Mr. Farr, the group which 
Mr. Hunter has descrivoed as forming the Co-operative 
group it was proposed to form, the Co-operative 
group, their main business is as tobacconists? 

MR. BARR: Jt is actually. tobacconisc, 

MR. wiCKWIRE: Do some of these men Keep 
other lines? 

MR. FARR: Some of them nave gone into 
other lines. 

MR. WICKWIRE: If Mr. Hunter had been success- 
ful in his endeavours on your behalf and your 
Broup, starting out with the ones now here, had 
been able to purchase at the jJoboer's price, 1 
Suppose there would have still been Some of the 175 
memoers wno would not have veen avole to snare be- 
cause of credit ratings? 

MR. FARR: I can only state my own case 
poday: .i had, atone. time, quitera <ood sale of 
“tobacco and cigarettes; I have cut down my cigarette 
space. 

MR. HUNTER: 1 tnink you nave got it wrong, 
Me starr. what Mr. wickwire is interested in 


is wnether some of tnese 170 people would nave 
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oeen avle to have sufficient credit rating to 
come into your Co-operative? 

MR. FARR: I would say about 50% of tnem. 

MR. wICKwIRE: Some, inevitably, would have 
had to get fed up or gone by the wayside, as they 
have done now? 

MA Pann A 10t obeuheon,  oueLlY Cred or 
ratings Would vot nave allowed tnem to come in. 

MR. HUNTER: Of the 176, how many of tnem 
would have credit ratings sufficient to qualify 
them? 

MRK. FARR: L said about 50%. 

THE CHAIRMAN: I suppose the proposal is 
that the Co-operative would pay cash and their 
credit ratings would be sufficient that the members 
could -- 

MR. PARR: We were doing that. 

THE CHAIRMAN: Tne proposal was in purchas- 
ing from Imperial Tovoacco Company the Association 
would pay casn? 

MR, FARR: Yes. 

THe CHAIRMAN: Some of your memoers would 
pe given credit oy your Association? 

MR, «ARR: NO, we did not ask for any 
credit from Imperial. 

THE CHAIRMAN: I say, you were proposing 
to Imperial Tovoacco that the Association would 
pay casn? 


Mk. FARR: Yes. 
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Tne CHAIRMAN: sbut wnen you speak of otner 
tovacconists veing credit-worthy. you must mean 
somevody would have to give tnem credit. was it ° 
intended the Co-operative would give credit to some 
of its menpvers? 

MR. #ARR: No; we were going to run on @ 
cash basis. 

THE CHAIRMAN: You would not need to worry 
very much about credit? 

MR. FARR: Everything was to ve on a cash 
pasis with the organization. The situation was 
this: we had already been given space for a warehouse. 
Every individual in tne organization would place his 
order on a Tuesday morning. We would send that 
to Imperial Tooacco on Thursday. wnen a man 
placed an order he would give nis cheque to cover 
tne order. wnen he picked up his order he would 
Place, nis, next order and Ci vernis enegue for chat 
order. we would have always had the money ahead 
to buy the merchandise. 

THE CHAIRMAN: Neitner you nor Imperial 
Tooacco Company would have had to worry very mucn 
AaDOUT Credit: ratvane? 

MR, FARR: ‘That is true, there would nave 
geen no worry avout credit ratings. 

MR. WICKWIRE: And they would be all people 
who would oe primarily tobacconists? 

Mi. MARRS Yes. 

MR. FAVREAU: I suppose you speak of credit 


rating mostly in terms of assuring in advance to 
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the Imperial Tovacco Company that this 94,000.00 
a week would really be vougnt for cash? 

MR. FARR: Guaranteed to them. Oh, yes, 
absolutely. 

MR. wilCKwire: what has happened, Mr. Farr, 
in the Toronto area during the past, say, five 
years; Has tnere veen an increase or decrease 
2H the outiets for retali tobacconists? 

MR. FARR: ‘There have oeen a lot of in- 
creases in topnacco outlets pecause every hole-in- 
the-wall is selling tovoacco, hot dog stands, 
fish and chip stands, small grocery stores,...It 
is no longer a tobacconist's industry. we used to 
be good tooacconists and we knew what to do with 
our cCobacco;.out.today it Ls fiyvying around in 
such a way the old original tobacconist is gone. 

MR. WICKWIRE: I think you have told us the 
people you represent in the Co-operative group, 
and also in the Association, are people whose 
primary ousiness is as tooacconists? 

MR. PARR: Yes. at tne present time they 
may oe taking in oread and milk and putter to 
keep going but it is primarily tobacco. 

MR. HUNTER: Mr. Parr, what have you to say 
about the Imperial Topacco Sales stating tnere 
were sufficient wholesalers in tne Toronto area 
to look after tne trade’? 

MR. FARR: Well, I agree with Imperial 
Tooaceo, there are sutficient wnolesalers to look 


after the trade; and I believe there are sufficient 
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wholesalers to look after the cnain stores. 

MR, HUNTER: Do you know now many whole- 
Salers there are in the Toronto area? 

MR. FARR: I think there are approximately 
56. 1 think there are around 56. 

MR. HUNTER: How many wholesalers would it 
be necessary to have in tne Toronto area to service 
the Toronto area? 

MR. FARR: We were noping, if we could get 
some co-operation from Imperial Tobacco, there 
would not be more than five left after we got 
working. I think myself, personally, in Toronto 
there are too many jovvers. That is my own personal 
opinion. 

MH. HUNTER:  1t Ls your Opinion they have 
tco many already? 

MR. PARR: LDotrankiy state: there are far 
too many. 

MR, wiCKWIRE: would you know now many 
class "C"buyers tnere would be in the Toronto 
area? 

MR. FARR: I have no figures on that at all. 
In our Association we nave only one "C" account. 
Imperial Tobacco would have to give that to 
you. 

MR. WICKWIRE: Your wisn has been to 
get a "C" account for some time? 

MR, FARR: For quite some time. I have 
tried to get on the "C" account for four years 


but it seems every turn and every way I try I am 
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just shoved off to the side. I am not talking here 
because of that. 

“Rave nad. Mri. Smivo down In my piace.) He 
went out very peeved one day. First of all, Il 
asked Mr. Marsnall, who is the sales manager for 
the City of Toronto, was it possible to get on the 
"C" account. That was six months ago. He said, 
"Mr. Farr, I celieve we are making a distribution 
of 'C' accounts and that you are at the top of the 
list and after the first of the year we can do 
something for you." After the first of the year 
Mr. Smitn came down and I had a conversation 
with him in my own nome. He said, "I have vad news 
for you", he says, "you cannot get on the 'C! 
account." I said, "Why?" He said, "We are not 
putting any more 'C' accounts out at all." I 
turned around and I asked him, "Have you people 
on your 'C' accounts doing less ousiness tnan I am?" 
And he said, "Yes, we nave.” de said, "Do you 
think it is Palr for us to take them off the ‘%¢" 
account wnen they have peen with us for all these 
years, even though their Sioreee rs Boing down 
and put you on?" I disagreeed with Mr. Smith very, 
very thoroughly on that because if I am a pro- 
gressive topacconist I think IL should have some 
consideration somewhere. 

MR. WICKWIRE: You would suggest, Mr. Farr, 
then that since obviously - I think it is stated 
in tne vrief - two new "C" accounts have been 


given there must have peen some reason for appointing 
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a "C" account, and apparently it is not a quan- 
titative amount, the amount a person sells; that 
cannot be the reason, 

MR. FARR: I am on tne direct account with 
Rock City and Export, and I had no trouble getting 
on there at all. 

MR. wiCKwlRE: This will not ce too informa- 
tive, but the Commission was informed the reason 
people got on the "C" account was clouded in anti- 
gquity, which is no reason ati all. 

MR. -HUNTER: If we could find out the reasons 
in antiquity it would help. 

THE CHAIRMAN: If there are two who have 
got on fairly recently we would not be worried avout 
antiquity. 

MR. FARR: “was told fF jonenby one of 
the salesmen put the man is working for a living 
and’ ILodo. notuwant to hurt, nami 

THE CHAIRMAN: You say you are on the "C" 
account for Rock City and Export direct account? 

MR. FARR: Yes. when I went into ousiness 
I was only seven months in business and I pro- 
duced my invoices to Macdonald and asked why IL 
was not on the "C" account. They looked over my 
invoices and they put on tne "C" account in 
four days. 

MR. FAVREAU: Instead of paying $2.91 per 
earton wnat do you pay? 

MR. FARR: I am paying $2.91 now to the 


joboer. 
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MR. FAVREAU: wWnat would you pay on the "C" 
account? 

MR. FARR: I would pay $2.80. 

THE CHAIRMAN: About nalf-way to the or- 
dinary price the manufacturer charges tne whole- 
saler? 

MA, HARRY © Thaw tere, 

THE CHAIRMAN: And the price tne retailer 
pays the wnolesaler in the ordinary way? 

MR. FARR: That is right. 

if we had any success in getting tnrougn 
this particular franchise at all we were going to 
regulate the price to all our stores in the City 
of Toronto so they could meet the competitive 
prices in tne chain stores. 

ie tnink’ it 1s’ strange® tombe’ pul. om two 'C" 
accounts and held off another, especially when 
your credit rating is good and when you run a store 
which is classed as one of the highest-class 
tovacco stores in tne community. 

MR, FAVREAU: In your opinion would tne 
majority of tne manufacturers agree to a device 
or system like the one you had planned to estab- 
lish? 

MR. FARR: well, we have nad no contradic- 
tions from Rock City or Export; we have no contra- 
dictions. 

MR. HUNTER: Mr. Farr, what have you to 
state as * to the*erricacy”  or*this sysvem’ of’ the 


Imperial Tobacco Company, insofar as keeping the 
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tobacco fresh? 

MR. PARR: I nave nothing to say against the 
Imperial Tobacco Company. As a whole they do a 
wonderful job. Their salesmen come and look through 
our stock at certain intervals, it is not- too fre- 
quently; but in’ the-last two months 1 believe it 
is I have nad over $25.00 worth of goods returned 
wnich were not fresh from the wholesalers. 

THE CHAIRMAN: Not fresh when you ootained 
them? 

MR, BARR: - Not fresh from one soboers 2, £ 
had one salesman from the Tobacco Company tell me 
himself -- JI ordered three tins of a certain type 
of topvacco. I got them one week and he was in the 
next week and they were stale. They must have been 
picked off tne shelf of some store or veen lying 
On the, joboer"s shnelr: 

MR. WICKWIRE: Do Imperial use a system of 
inspection with the class "C" accounts as well? 

MR, fARR: Do tney which? 

MR. WICKWIRE: Did they use this system of 
inspection for freshness? 

MR. PARR: “b  pellevertney do 10 torrevery-— 
boay.. L believe impertal look attver jobbers and 
"C" accounts in the city, I believe they have men 
looking after them all. The staleness in. tobacco, 
Lt de not think that matters at all; I think we, 4s 
a co-operative organization, and knowing our 
business the way we do know it, would ve able to 
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JOoOveTr, 

MR. wICKwIRE: You would ove more anxious to 
maintain freshness than perhaps some of the "C" 
accounts? 

MR. FARR: Yes, I imagine so, if they have 
au Lying there all the ime. 

MR. WICKWIRE: And it would ve to your advan- 
tage to do so. 

MR. FARR: We are all after business and we 
always want to keep the tobacco fresh. we would 
not let Imperial ve venind the eight-oall voy allowing 
their products to remain on our shelves, because 
it is our bread and butter. 

MR. HUNTER: One of the points Mr. Tilley 
raises, if they aklowed ‘you to obtain a joover's 
price, is that they would have to allow all the 
others. what do you say as to that? 

MR, FARR: I do not believe that is true at 
all. At tne present time I pvelieve they have allow- 
ea the Drug Trading to have a joober's franchise. 

I believe the National Grocers are operating under 
that. 1 am wondering why the tobacconists of the 
City of Toronto cannot find some way to operate 

a co-operative. 

MR. WICKWLRE: I suppose they have never 
suggested to you that 4,000.00 a week would not 
qualify? 

MR. FARR: No, they have not suggested 
that. I do not think there is any letter to 


that effect. 
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MR. HUNTER: Never at any time was it suggested 
to me that the purchases were not large enough and 
that point was never discussed. 

MR. WICKWIRE: There is certainly no sugges- 
con of Lt in the brief or correspondence, 

MR. FARR: May I say that all Rock City asks 
is that the order be a minimum of $75.00 so that it 
can be prepaid from Quebec City - that is, on the 
"Gr" listing... You do. nov have, von cuy any. quantity 
from Export Tovacco, and we buy what we require-and 
wel are still oon the "C™ jist. 

I have it from Mr. Smith and Mr. Rawson that 
lL am turning over more tooacco in my store than 
many on the "C" accounts, My money is there for 
them; I am willing to look after the situation the 
way tney want. 

MR. HUNTER: That is why 1 made reference 
in the orief to Section 498(a) . Many of these 
"C" listings have greatly diminished productivity; 
they are getting a lower price and taking less 
merchandise than many of the accounts buying at 
the jobbper's selling price. On the quota and 
quantity wording of tnat Section. 

MR. #AVREAU: There is no relation ovetween 
price and quantity. You say there should be? 

MR. HUNTER: There is no relation between a 
larger quantity with a smaller price. They are 
buying a smaller quantity at a lower price. It 
did seem somewhat anomalous. 


MR, FARR: Our sugxzestion, wnen we decided 
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against the price control, we felt we wanted to run 
our own business. I told Mr. MacDonald that in 
Ottawa, we were absolutely against any form of 
price control whatever. If we could buy merchan- 
G€iseat avprice! close totwhat the chain stores are 
buying it at - somewhere close, I do not say a 
dollar here or a dollar there, vut somewnere close 
where tnere would not be such a difference - we 
could work out our own solution in regard to 

price and price control. 

MR.VHUNTER: OME. .Parr>-in Me verriteytentetter 
he suggested the costs of servicing extra wholesal- 
ers would ve so great that in the end the customer 
would pay more for the product. What have you to 
say as to that? 

MR. FARR: Mr. Tilley runs his own business. 
I do not know wnat nis bookkeeping and auditing 
expenses are but I believe one more organization 
like our own could take a lot of bookkeeping from 
Mr. Tilley and we could lower his operating expenses 
by quite a bit if he would give us an opportunity 
to form this co-operative association. 

THE CHAIRMAN: He would have one more ac- 
count, unless he wiped out some of the accounts 
he has. 

MR. FARR: I believe every tobacconist is 
anxious to get his tobacco at the lowest possible 


figure to compete with the chain stores. If he 


“could do that in the City of Turonto I do not 


know how many joboers would be left. 


tg aout vores ae 4 


y Uj ' q : the LB 


MANE 


eat stom baa 


eet , 
ane i ns 
Pe 
iy 





426 


THE CHAIRMAN: I guess he does not either. 

MA. BARR: Would not it ibe better Tondhimcto 
deal with one organization tnan fifty-six? 

THE CHAIRMAN: Yow would ve doing quite a job 
if there were only one left. 

MR. HUNTER: (oie. Warrerineny setter .cand 
following your instructions, I stated that at first 
you would only be buying the popular brands and 
buying the unpopular orands through tne jovovoer, 

Of course, Mr. Tilley writes oack and says tnat 
would not be the proper function of a wholesaler. 
I would like to near what you have to say on that? 

MRYARARRS Oo bado notragree within. “ibiley. 

A lot of stores order excessively. The tobacconist 
has not the money to order so excessively and he 

is quite a canny individual in his buying methods. 
I do not believe he over-stocks himself for one 
moment. 


MR. HUNTER: what about this business of only 


MR. FARR: IL was coming to that. There may 
be some instances of a chap getting into the busi- 
ness who does not Know the business and over- 
buys; but in the popular orands we know wnat we 
sell and we know tne slow-selling prands. we 
eould do a good joo of keeping ‘this irigidly in 
line with the type of work done by the joboers 
at the present time. I do not think there would 
be anything difficult avout it. 


THE CHALRMAN: Do all the manufacturers 
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permit return of goods that are ovecoming stale? 

MR. FARR: Well, yes. They are not hard on 
that at ail. 

THE CHAIRMAN: They take the goods vack and 
eredit you with the full amount? 

MR. FARR: Yes, the manufacturers are very 
%ood. 

THE CHAIRMAN: Tnat mignt make some mercnants 
over-stock occasionally? 

MR. FARR: No, the average merchant today is 

seven 
only given,days to pay his bills and I do not think 
hev is going’ to-stock alot of tobacco Tt runs into 
a lot of money today. There is probably the jobber 
who over-stocks the tovacconist; but whether he 
is putting him on the vooks and not getting his 
money or ’*not, i doinov know. 

MR. HUNTER: what is the present system now 
where’ they find stale’ tobacco in your“store? 

MR. FARR: The system they use, particularly 
now, is that we have a chap - I think he is the 
sales manager of my district, een Rawson - who 
ealls on us and picks up the stale tobaccos. He 
gives me a slip whicn entitles me to a credit. 

That slip, I presume, goes to Montreal and then 
it comes back to the joober and, then, back to 
me. There is’a lov of vookeeping in that. 

Wwe have many stores located beside Loblaw's, 
Dominion and the A." & P.9 DL would say that’ most of 
these people, to stay in business =-"it' is: not 


that they want to sell at $2.99 or $3.09 - are 


2b : 


sha) 


yy 





compelled to sell at those prices if they want 

the customer to stay in their store and ouy. I 
will not let.a customer go out of my store because 
Of The Ay &9P., ors any other’ chdin Store ifiihnave 
to meet competitive competition; but I am cer- 
tainly not making money on it. I feel I am being 
bull-dozed into selling. 

MR. HUNTER: It is a strange situation out, 
in fact, the small retailer has, himself, become 
the loss-leader; he is forced into it oy the chain 
stores. 

THE CHAIRMAN: He is a loss-follower. 

MR. FARR: I think we are the lost tribe 
today. it is deplorable. The same situation has 
cropped up in Montreal. 

There are 27,000 retail tovacco outlets in 
Ontario and here (indicating) it says they face 
economic ruin and bankruptcy as a result of loss-_ 
leaders. “This is the TabaccocJournal 9 Of course, 
they want some form of price control but 1 do not 
want to be a "Charlie McCarthy" to any manufac- 
turer; I wish to run my own store but Lowish to 
be given a chance to buy at a decent figure so 
Lecancgon, tha ty 

THE CHAIRMAN: Mr. Farr, I nave one ques- 
tion which has been running through tne minds of 
a LOUplLenore ushers, we would like your assis- 
tance. You have stated your members are primarily 
tobacconists out there are thousands of outlets 


which are not primarily tobacconists, such as 
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drug stores, groceries, -- 

MR, FARR: Restaurants. 

THE CHAIRMAN: -- lunch counters, filling 
stations, many places. Are there special functions 
or services to the public which are afforded to 
the pudlic oy tobacco snops exclusively, or primar- 
ily, which are not afforded py others? 

MR. FARR: I think we endeavour to perform 
the functions ofa, tobacconist, nol .as. a hotdog 
stand or as a restaurant or any other type of store 
does. There are many customers come into us wno 
want mixtures of tobacco. The tovacconist has to 
Know tnat. He wants a good pipe. He wants a 
good olend for his pipe. He wants a mild cigarette 
or a strong cigarette. 1 think they perform an 
exceptional function in tne marketing world and 
if given a chance will do even better. I think the 
tobacconist is being forced into. these different 
lines because of the low profit on tobacco and 
cigarettes. 

THE CHAIRMAN; Do you see a detriment to the 
public in them having to engage in so many other 
activities, rather than concentrating on the 
tobacco vusiness? 

MR. FARR: L WOULAs NOt GSay Ghab. (Sir, Wot 
entirely. 

THE CHAIRMAN: The services your people 
perform for the public arise out of thelr special- 
ist knowledge and facilities and the more varied 


Stock that you carry than these other places? 
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May I say, wnen we took the Toronto Retailers 


Association over we only classified as a topvacconis 
a dealer who poougnt 500.00 wortn of tovacco a 
week, That cut out the candy stores, the smaller 
restaurants and some butcner and grocery stores; 
and it cut out the slot macnine propositions, 
too, that is, the vending machines. 

THE CHALRMAN: Iam afraid we nave interrup- 
Led "you. ~-Doryou wibhn to carry "ony Nr. Hunter? 

MR. HUNTER: I nave no more questions to 
ask at the moment, unless you have some questions. 

I would point out, however, that recently 
there was a case in the Count; Court in Garvie: 
It may be that some of this remedy will lie 
provincially. This store in Oakville was neld, 
I presume, under the Assessment Act, to be a 
department store in that they were selling more 
than five different kinds of mercnandise. The 
store alleged they were merely a grocery store 
but it turned out they were selling silk stockings, 
hardware, and were keeping them under sundries, 
which brought them out of the five categories tney 
could mercnandise under. It may be a more rigid 
enforcement of some law like that wnereoy they 
are taxed as a department ratner than a grocery 
store might be the’ partial solution to the proplem. 
£ ‘do not know. Lo am merely pointing tnat out to 
you. It may be this proolem has provincial facets 


as well as federal. 
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THE CHALRMAN: And municipal. 

MR. HUNTER: A pusiness tax oased on their 
business as a department store rather than a 
grocery store or a grocery store of a chain would, 
I am afraid, be very unpopular with the chain 
grocery stores. That was a decision of the County 
Court Judge of Halton County. I would imagine, 
unquestionably, that decision will be appealed. 
What will happen on appeal I would not know. How- 
ever, I suggest tnere is a possivility that some 
of the answer could be provincial. I am not trying 
to suggest a company snould be taxed more than they 
are at the present but 1t may be that is part of 
the situation. 

THE CHAIRMAN: You are not suggesting that 
would induce most of tne drug stores to stop 
selling topacco? Some of them have quite a variety 
of goods. 

MR. HUNTER: some of tnem are department 
stores now. That is the tendency im the United 
ptates. 

THE CHAIRMAN: Some of the bigger ones handle 
quite a variety of goods. 

MR. FARR: Of coupses PTRIS *preposicion 
where a clothing store is selling cigarettes is 
a city matter. I do not think tney should license 
a2istore.of that type Ud webimetopececo. + That ws 
an outrage too, but I think the city is after that. 

THE CHAIRMAN: I have one or two questions 
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MR. HUNTER: I wonder if you could excuse me? 
I have a train to catch and I think I am just about 
going to make it. Mr. Tower would carry on. 


THE CHALRMAN: Very well. 
-~--Mr. Hunter retires from the hearing. 


THE CHAIRMAN: On the first page of the 
brief, at the beginning of the last paragraph, you 
refer to chain stores being granted the jobber's 
cost price of $2.69 for a carton by Imperial Tobacco 
Company. Do you know whether the other tobacco 
manufacturers. have granted cnain stores similar 
concessions? 

MR. FARR: Yes, they have had to follow 
Sul. 

THE CHAIRMAN: At the bottom of tnat para- 
grapn you refer to the -A. & JP. selling at $2.99 and 
in orackets Imperial. 

MR. FARR: No, they are all sold. 

MR. TOWER: The reason we stressed Imperial 
was vecause we were stressing the Imperial stand in 
this question. 

THE CHAIRMAN: On page 8 of the brief, which 
berthe first .page of a. levter Weheeen by Mr. | 
Tilley to Mr. Hunter dated Marcn Ist, we have a 
reference in the tnird paragraph to the right of 
the company to select its customers, that that is 
fundamentally a part of the competitive enter- 
prise. On April 21 Mr. Hunter replies and we 


find a paragraph in which Mr. Hunter says: 
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"I quite agree tnat it has always 

"been fundamental to a system of competi- 

"tive enterprise that a manufacturer is 

"within his rights in selecting his 

"customers." 

Then, there is some qualification suggested. 

Has Mr. Hunter or the Association which he 
represents thougnt avout whether, in a situation 
where there is one dominant manufacturer for tne 
whole industry, that manufacturer has some addition- 
al, responsibilities. arising out, of, thav fact, insofar 
as the mercnandising of his products is concerned? 

MR. TOWER; Yes, the organization feels, .= 
I tnink it is a known fact, the material on loss- 
leader selling sets it out - that where there is 
one main manufacturer of tobacco he is, in a 
sense, a monoply, and we feel he has some moral 
responsibility to all sections of the community. 
We.are here presenting. our /brier tor che smal) 
independent tobacconist and we feel ne snould be 
treated the same as tne large chain store. 

THE CHRIRMAN: Would it be your suggestion 
that in a situation of that kind the rignt of 
the manufacturer to select his own customers 
might. be. qualified or limited? . Do you, think that 
should ve? 

MR. TOWER: I think that is tne intention 
of.the brief here. 


THE CHAIRMAN: It does not refer to that 
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particular’ side of it out it does refer to it 
Deing detrimental to’ the public: 

MR. WICKWIRE: By inference, only. 

THE CHALRMAN: I wondered if you had con- 
sidered that? 

MR. TOWER: I think it is a very strong in- 
ference, as. counsel polnceqd ouTc. 

THZ CHAIRMAN: Then, tne evidence on whicn 
you come to the conclusion that the chain stores 
are offering cigarettes at what is, in effect, a 
loss-leader price is based upon the price. I am 
thinking of page 11 of the brief and also towards 
the conclusion on page 15 where you speak of the 
remedies. You refer to them selling them as ioss- 
leaders, although there is the same margin of 
gross profit shown. when you refer-to it as a 
loss-leader by the chain stores are you intending 
co Include the cases” in which the selling price is 
$3.09, as well as those in which the selling price 
ol a carton 1s" $2.09. Or are: your limiting Lt to the 
lower price? 

MA. TOWGR: NO>»; Werare inelwoing both. 

THH CHAIRMAN: In the case where the sell- 
ang price is $3.09 there 15 a4 total’ mark-up of 
fOgeon their selling price, whiten is avgross of 
17%. The retailers who buy at tneir normal 
price of $2.91 and sell at 35°30 only nave 39¢ 
of a total mark-up. 

MR, TOWER: The argument we are advancing 


is that, in order for tne independent tobacconist 
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to remain in business, he must sell at tne chain 
Store price of 93.09; 


in which case he is only 
making 18¢. 


THE CHAIRMAN: If the margin of 40¢ results 


in a loss-leader price, what is the position of the 


retailer who sells at $3.30 and has only a profit 
of 39¢? 


MR. TOWER: 


we say tne cnain store nas no 


right to force the sale of cigarettes by the carton 
Of 200g aiWhad Le. Mr. 


farr did not mention it the 
Association i8 against the argument presented in 
the Canadian Cigar Journal. They advocate tne 
Sale of cigarettes by cartons: ofr2o0. 
Ever, 


That. how- 
is not feasible since the ordinary person 


going into a tobacconist purchases only one package. 
Witn the chain stores offering cartons of cigar- 
ettes at these lower prices the system is ouilding 
up whereby a nousewife buys tne week's supply of 
cigarettes at one of these large shopping plazas 
asi they are? called in) Torontos 
THe CHAIRMAN: I can see that, 
If the ordinary retailer is seiling at 
$3.30 - wnich is regarded as tne regular price - 
and has a 39¢ mark-up; and the chain store is sell- 
ing at 3.09 and has a mark-up of 40¢, how is 
the chain store operating a loss-leader? 
MR. TOWER: we say the cnain stores are using 


cigarettes and silk stockings as an inducement to 
ootain customers. 


That is oorne out by exhibit 


T-4 where they are offering all popular orands at 
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$2.99. The people are not going in to ouy cigar- 
ettes, they are going to buy all sorts of products. 
Chain stores laoel themselves as pure food organi- 
zations and tney have no ousiness selling this 

type of mercnandise. 

THE CHAIRMAN: Can you say it is a loss- 
leader if they make more money than the retailer 
who sells it at the regular price of 33¢? 

MR. FARR: I think that name of ‘“loss-leader" 
is very much over-played. I think tne chain stores 
are making a very profitable margin of profit on 
their loss-leaders. 

MEY POWER? "The Restrictive: rade Practices 
Commission in the United States is still trying to 
find a suitable definition for "lLoss-leader". 

THE CHAIRMAN: what I am trying to get at is 
if at this lower price they actually have a greater 
profit than the retailer is able to make at the 
retailer's buying price and selling at the regular 
retail price - the chain stores make a larger profit 
than the retailer does - how can you say the chain 
store is selling cigarettes as a loss-leader? 

MR, TOWER: Tne tobacconist is open all 
week. The chain stores, especially in these large 
shopping centres, make tneir big gain on the week- 
end snopping. 

Mn. FAVR&AU: As far as he is concerned he 
is making a higher profit than his ordinary margin. 

MR, TOwdR: we have no actual fig,ures. 


MA. FPAVRAAU: would the proolem be that of 
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discrimination on the part of the manufacturer, 
ratner tnan loss-leader? 

THE CHAIRMAN: Most of your orief tends to 
Indicate that is your purpose. 

MR. FARR: I think what tnis gentleman has 
said here ls .exactly what I said,,, If we could ouy 
at tne right price we could sell at the right price. 

THE CHALRMAN: The large store. selling at 
$3.09, makes 17% on his mark-up. JI think If you 
Will look at the D.B.S. figures you will Pind. that 
the mark-up on all goods sold in cnain stores is 
bees than 17%. elt 18 diificult mo see cow moods 
sold at higher than the average mark-up are loss- 
leaders,...At least, I find it hard ¢o understand; 

MR. TOWER: Yes, I follow your argument, Mr. 
Commissioner. 

THE CHALTRMAN: I think it must be true that 
chain stores habitually sell a number of articles 
Wwitn less tnan a mark-up of 17%. sometimes as low 
as 12%. 

MR. MARR: Velheethink 16 a eae rush. Gai 

TH# CHAIRMAN: In your brief tnere is a 
statement oy Mr. Glloert whicn is quoted with ap- 
proval. I am not asking this to get you involved 
but wnen you say ne is quoted witn approval, do 
you approve everytning in tne statement, or just 
the general conclusion? What is stated is: 

"tBy virtue of preferential pricing 


"“tfrom tne manufacturers these outlets 
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"'tnave oeen enavuled to profitaoly 
"'tretail popular orands of cigar- 
"tettes at prices wnicn closely 
‘'eorrespond to the whclesaler's 
Mtormece |. Nu 

They even retail profitably at those prices. Then, 
over On page 15 you.say they are selling them as 
loss-leaders, If they are doing it profitapnly it 

is nardly a ey See) 

NR DOWHR:. “Lo think, Dt tse Onvious, Cnere: 28 4 
Drool. 

THER CHALRMAN: Even taking it on the basis 
Of. your deérinition,.if you. say.they are selling 
them profitably it must mean it is worth their while 
Tee Ce Cram ns 

MR. TOWERS. .That.is, trues 

THE CHAIRMAN: In that case you can hardly 
Say it is a loss-leader. 

MR. TOWER: The whole situation in Toronto 
was brought avout by the fact there was a threat by 
the large chain stores that if they did not receive 
the jobber's price for cigarettes then they would 
sell cheap American cigarettes, which Mr. Farr 
informs me consisted mainly of cut-up cigarette 
butts. 

MA. BARKS | NOg Eb adiG noe osay that. . what. I 
said was that they were made of cigar trimmings. 

MR. wWiICKwIRE: Is not the whole point of 
your orief that you would like to ve in the same 


purchasing position as the cnains in order to 
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compete witn them’ 

‘MR. COWRR:: ¢ Yes:, 

THE CHAIRMAN: Your real complaint is tnav 
the chain stores have been given a price which is 
discriminatory as against your Association? 

MR. TOWBR: Yes. 

MR. FARR: why should tne chain stores ve in 
the position of a joover; they are a retail outlet. 

MR. WICKWIRE: At the same time, from the 
point of view of a manufacturer,a chain might be 
performing botn jous, wholesaling and retailing. 

MR. FARR: That is to his own store Tor a 
retail profit. we have jobdsers who are selling to 
a hundred different stores. I class them in the 
Category as a jobber. 

MR. WICKwLRE; In that respect I point out 
the chain might ove carrying out the wholesale and 
retail function, even though it is in their own 
chain. 

MR. FAVREAU: Could we say, also, or is it 
your information, that because of this particular 
discrimination whicn you complain avout you are bde- 
ing forced into 4 situation where. in fact. to 
compete with other distributors, whoever they are, 
you must sell at prices which, as. far as you are 
concerned, are loss-leading prices? 

MR. PARR: That is riene. 

I have a lady nere who owns a tovoacco store. 
A young lady customer of hers came in one day to 


buy cigarettes to send to her husband wno is in 
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the Army in Burope. She asked for a carton of cigar- 
ettes and when she was told they were $3.30 tnis 
lady said, "I can buy them at Loplaw's at $3.09." 
| THE CHAIRMAN: Your people are forced to 
sell at a loss in order. to compete? 

MR. FARR: We do not wish, to sell but we are 
forced to sell in order to compete. 

MR. WHITELEYs” 1s not ita tact that nea 
good many lines of retail trade you have small 
stores whicn continue to exist, and appear to per- 
form a function, in competition witn much larger 
Stores? In other words, the corner grocery. store 
does not buy on as favourable terms as chain stores? 

MR. FARR: The small grocer? 

MR. WHITHL“Y: He does not buy ascheaply and 
yet the small grocer continues to exist. 

MR. FARR: I would say your wording is right, 

Exist {918 Pighnt, gexist! Ts tiaras © Was «in the 
grocery business. This is one particular instance: 
I was paying more for Heinz Catsup than the Power 
Spore was, selling i for. 

MR. wHITELEY: That is wnat I am pointing 
out, this. situation is not peculiar to. the cigar- 
ette business. 

MR, FARR: ‘The tobacco business is.a differ- 
ent business to the grocery line. We are depend- 
ing on our trade, the grocer has tnousands of 
different lines in the grocery business. 

MR, wHITREL&Y: I presume the niain line is 


groceries; 
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MR. PARR? You get thousands of different 
lines. We have not tnousands of different lines 
in the tooaceo business. 

MR. WHITELEY: Is not it another substantial 
distinguisning feature of the majority of tovacco 
outlets: They operate for much longer periods 
of tne week than the chain stores? 

MR. TOWER: I think the reason why they 
operate such long hours - sometimes they work from 
8 to 10.30 or 12, witn the assistance of tneir 
good wives - they have to stay open in order to 
have a sufficient number of customers coming in 
to try and Gatch up with the volume or cigarettes 
weing sold in tne chain stores. 

MR. WHITELEY: Are you suggesting it is a 
new development in’ the retail tobacco field? 

MR, TOWER: I would say the pace has been 
accentuated since 1945 and after the war, 

Mk. FARR: I would say yes, it is a new 
adevelopment in the tobacco field, it is an American- 
izea development. 

Mr. WHITELEY: The point I was maxing: 

The feature common to tne small store is that it 
is open when the large crganization is closed. 
That nas been the tradition for the corner store, 
to be open in the evening when other stores are 
elosed. 

MR. FARR: He ls not making the profit. The 
small grocer has to stay open until 10.30 to make 
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MR. WhHiTELaY: That is not something that has 
developed recently. 

MR. FARR: Oh, no, that has been going on 
for. a, Longe pe. lod-of time. 

THE CHALRMAN: And tobacco stores have 
kept long hours? 

MR MPARR: ‘The tobsceosetore, Sir. 48 ons 
of the retail ousinesses wnich is in a terrivle 
condition today. 

THE CHAIRMAN: What I am getting at: It has 
been the spractice for a long time to Keep open 
for long hours? 

MR. FARR: That. 28 right. 

THe CHALRMAN: Much longer tnan many other 
retail stores? 

MR. FARR: we have by-laws of tne City of 
Toronto; we are trying to co-operate to get the 
hours shortened. 

THE CHALRMAN: Have the hours veen Llengtnened? 

MR. FARR: Yes, I would say some of them 
have been keeping open a lot later tnan they used 
to. we work, sir, sixteen to eighteen hours a 
dayeesTHatwis alot. obs hours¢s.llcani tell .you 
our actual wages whicn we would draw from that 
store are not as good as a tradesman's wage in 
the City of Toronto at the present time. 

MR. FAVREAU: I suppose that if a substan- 
tial. group of corner grocers got together and 
devised a system similar to the one wnicn you 


wish to institute to ootain better buying conditions 
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and the manufacturers refused to recognize them, 
their problem mignt be much the same as yours 

and tne legal or discriminatory situation would be 
aopout the same. 

MR, FARR: Having been a grocer atv one 
time myself I would say tneir provlem is exactly 
the same as ours. 

THE CHAIRMAN: ¢-yMry Barr, dosyou,or,Mr.: Tower 
wisn to add anytning voefore we complete the hear- 
ing on this presentation? 

. 

MR. FARR; well, I do not know, gentlemen, 
that there is'‘anything further. It wish to add. 1 
trust tnat the Government will perhaps see our 
plight as small tovacconists and the situation in 
which we are at the present time. If something 
could be done to help us it would be greatly 
appreciated; .1-do not think there is anything 
else I can add. It is deplorable when I have to 
buy a carton of cigarettes at $2.91 and have to 
sell it at.$2.99 - that is a little, over 2% profit. 
I cannot operate my business on that margin. 

MR. WHITELEY: Do you see any possivility 
of making use of imports in tne way tne brief 
Suggests was made use of by otners? 

MR, CPARRseaWe do not want to import tobacco, 
we are not in that industry. 

MR. WHITELEY: Not importing American 
tovacco? 

MR. FAVREAU: would that ve an efficient 


way of meeting competition? 
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MR. FARR: Smuggling in? 

MR, FAVREAU: No, importation. 

THE CHAIRMAN: Would it get the results, 
the results obtained oy the chain stores? 

MR. FARR:  L dognot know. If. ours,prices 
were down a little more I think we could, if we 
got on this co-operative buying organization plan 
that we could bring these prices down to a little 
lower tnan they are at tne present time and not pay 
for American cigarettes what tney are paying at 
the present time. 

MR. WHITELEY: The thought occurred to me 
that if you found it impossipvle to secure supplies 
in this country on what you regard as the proper 
terms, wnether you would turn elsewhere and get 
them outside the country? 

MR, TOWER: The independent tovacconist 
wants to be an asset to his community and it would 
not help his relations with his customers to be 
selling cheap tovaceco. A good tobacconist does 
not sell poor products. 

MR. FARR: I think we are more interested 
in putting Canadians to work and selling our. 
Canadian products. I believe in that policy, 
Canadians for Canadians. 

THE CHAIRMAN: In your orief you have a 
reference to the Tact xnav the chain stores did 
import cheap American cigarettes and. as a result, 
were avle to get a lower price. 


MR. FARR: That was not put in by me at all. 
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THe CHALRMAN: itis: in tne orien: 

vr. PARReeioetenen werner. 1 4) Chirk; that 
was surmised by our attorney, Mr. Hunter. 

MR. TOWHR: Mr. Hunter and myself, and 
other colleagues in tne” office, collavorated in 
the preparation of this orlef. We have sufficient 
evidence of that. I have bought cheap American 
cigarettes in chain stores myself and it was not 
too long after that that I could vuy Macdonald's, 
imperial and other products of Canadian manufac- 
turers. 

THE CHATRMAN: are tnere any other questions? 
If not, that will complete the hearing on. this 
presentation, gentlemen. 

We will adjourn until 10.00 o'clock to- 
morrow morning. 

MR. BARR: Thank you, very much, Mr. Commis- 
sioner. 

THe CdATRMAN: Thanx you, gentlemen, for 
your presentation this afternoon. 


---Whereupon the nearing adjourned at 4.35 o'clock 
p.m. on Monday, 3lst May, 1954. 
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